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SOME ASPECTS OF FOREIGN LICENSES! * 
By Stephen P. Ladas** 


I am assuming for the purpose of this paper that most readers 
have a general knowledge of foreign licensing of patents, know- 
how and trademarks. This assumption permits me, then, to deal 
only with certain aspects of licensing which I consider particularly 
interesting and important. 


Registration of Trademarks Essential Before Licensing 


First, I wish to emphasize the importance for the American 
trademark owner, who proposes to license his trademark to a 
foreign licensee, to have his mark registered in the foreign country 
for which the license is granted. A trademark right does not exist 
in most foreign countries for the purpose of licensing, unless the 
mark is registered. You cannot license a right which you do not 
have. If you license a trademark which is not registered, the 
licensee who first uses such mark acquires title to such mark 
through his use, and such use does not inure to the benefit of the 
licensor, at least in relation to third parties. Even as against the 
licensee, the position is precarious. 

There is ample experience indicating that most of the serious 
conflicts on trademarks arise when two parties to an agreement 
fall out and the mark is not registered in the name of the licensor, 
even though there is a specific provision in the license agreement 
under which the licensee recognizes the licensor’s right in the 


Ep. Note: While this article does not deal solely with trademarks, the subject 
matter was considered to be of such general interest that the paper is published in its 
entirety. 

+ , 750.4—OWNERSHIP OF TRADEMARK RIGHTS—LICENSES. 

* In response to many requests, we are printing herein the text of an address given 
by Dr. Stephen P. Ladas at the Trademark Forum Meeting of the New York Patent Law 
Association on November 30th and before the Michigan Patent Law Association in Detroit 
on December 6, 1960. 

** Partner, Langner, Parry, Card & Langner; member of the New York Rar; 
Chairman, International Commission on Industrial wie of the United States Council 
and the International Chamber of Commerce; Treasurer-General, International Associa- 
tion for the Protection of Industrial Property; Secretary, International Patent & Trade- 
mark Association. 
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trademark and agrees to abandon its use at the termination or 
cancellation of the agreement. 
Indeed, the issue may arise under circumstances such as these: 


(1) In countries in which ownership of a trademark is ac- 
quired by registration only, such as Argentina or Germany, 
the licensor may seek to enforce his rights against the licensee 
at the termination of the agreement on the basis of the gen- 
eral law of contracts. This would require substantial litiga- 
tion. The licensor cannot avail himself of the only effective 
remedy of an action for infringement against a licensee at 
the termination or cancellation of the agreement because such 
an action is not available to the owner of an unregistered 
trademark. The licensor would probably not even have an 
action under the general civil law against a third party who 
commences using the mark. 


(2) In civil law countries where ownership of a mark is 
acquired by user, for instance in France, Belgium or Italy, 
again trademark infringement action is not available to the 
owner of an unregistered trademark. Unfair competition law 
may provide relief against the licensee or against a third 


party, provided a showing can be made that the mark was 
so used by the licensee during the continuation of the license 
as to create a reputation for the mark which inured to the 
benefit of the licensor. 


(3) In British law countries, there is first the primary 
question whether a permitted use of a trademark by a licensee 
who is not a Registered User is lawful at all. But if there is 
a chance of its being held lawful, it is definitely required that 
the use of the mark by the licensee was made in such a manner 
and under such conditions as to indicate that the mark was 
distinctive of the licensor’s goods, i1.e., that the licensor was 
held out to be the owner of the mark and the goods are rep- 
resented to be made under his control and to his specifications. 
And even then, the remedy would be a passing-off action and 
not trademark infringement. 


(4) In the Netherlands, in particular, the use of the trade- 
mark by a licensee will never inure to the benefit of the licensor 
unless the licensor himself has used the trademark in the 
Netherlands before the licensee commenced using the mark 
under the license agreement. 


It seems unwise for the trademark owner to run the risks 
and uncertainties of recovering his trademark against a licensee 
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or against a third party by neglecting the simple precaution of 
registering before granting a license. This is particularly so when 
in all countries of the world, outside the United States and the 
Philippines, a mark may be applied for registration regardless of 
prior use by the licensor in the foreign country. 


Special attention, however, must be given to British Law 
countries where there is a definite legal requirement that the ap- 
plicant must have a bona fide intention to use the mark at the 
time he files for registration. If the American trademark owner 
has no intention himself to use the mark and the intention is to 
have the mark used through the proposed licensee, the Law spe- 
cifically requires (Section 29(1)(b) of the British Act and cor- 
responding provisions in 17 other British countries) that the 
application for registration of the mark be filed simultaneously 
with an application to register the proposed licensee as a Regis- 
tered User. 

There is another reason for registering a trademark in a 
foreign country before licensing its use. The trademark may be 
anticipated by a prior mark of another. Use by a licensee with- 
out registration may expose the licensee to an infringement action 


or the licensee may justifiably refuse to use the mark, and in such 
ease the foundation or consideration for the licensee agreement 
may fail and serious questions may arise with regard to the obli- 
gation of the licensee to pay royalties even for the know-how 
which may have been furnished under the agreement. 


Recordal of Licenses 


The American trademark owner may be led to proceed under 
the assumption of his domestic law that, provided the licensee 
is a related company, as this is defined under the Lanham Act, 
he need not be further concerned. This assumption is erroneous. 

Here we must first consider British law countries where the 
Registered User procedure has been enacted. As is well-known, 
the law in British countries has been changed in recent years, 
beginning with the British Amendment Act of 1938, to permit 
the owner of a trademark to license its use provided, however, 
that such owner applies to the Registrar to record the licensee 
as a Registered User under the registration of such mark. It is 
then an essential requirement of the law that the mark to be li- 
censed must be a registered trademark, There has been no change 
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of the law with respect to unregistered trademarks. Licensing of 
an unregistered trademark is still governed by the old law, which 
is generally associated with the famous decision of 1914 by the 
House of Lords in the Bowden Wire case. It is true that the facts 
of this case were such that there was no control by the proprietor 
over the use of the mark by the licensee, and it may be possible 
to argue today that if there is a controlled license situation, the 
British Courts might decide differently from the Bowden Wire 
ease. But this is only a hope, albeit a reasonable one. The fact 
of the matter is that there has been no such new decision, and it 
is the part of wisdom for the owner of a trademark not to license 
an unregistered trademark unless this is unavoidable, as I shall 
explain later on. 

Now, then, the wise course to follow in British countries is to 
register a trademark before you grant a license. Section 29(1) (b) 
which I mentioned earlier makes it possible to apply for regis- 
tration of a trademark and simultaneously to file application for 
the entry of a Registered User. But the only object of this pro- 
vision is to satisfy the requirement of bona fide intention to use 
the mark through the proposed Registered User. This provision 
does not mean that the licensee may begin forthwith to use the 
mark. Use by the licensee is proper only after the mark has been 
registered and he has been actually entered as a Registered User. 

As it is dangerous to grant a license for an unregistered trade- 
mark in British countries, it is likewise dangerous to license a 
registered trademark without recording the licensee as a Regis- 
tered User. Remember that the law of British countries provides 
for licensing only under the procedure which enables the Regis- 
trar, as a guardian of the public interest, to satisfy himself from 
the information submitted to him through the Registered User 
papers that, as the Act provides, “the use of the trademark in 
relation to the proposed goods by the proposed Registered User 
would not be contrary to the public interest and would not tend 
to facilitate trafficking in a trademark”’. 

We have a recent British decision of the Court of Appeals 
in the TuRMIx case in 1957—Oertli v. Bowman (London) Ld., 
Page, etc. (1957) R.P.C. 388, which states that “the requirements 
of Sec. 28 of the Trade Marks Act were not complied with in re- 
gard to this license, which accordingly had the effect of invalidating 
the registration of the mark”, 
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This is strictly speaking a dictum, since the owner of the reg- 
istered trademark, doubtless properly advised by Counsel, did not 
sue on the registration of the mark, so that this was not in issue. 
But there seems little doubt that, if the question of failure to enter 
the licensee as a Registered User should be directly in issue, the 
registration would be held invalid. 


With regard to civil law countries: 


First we have a group of countries in which the law spe- 
cifically requires that a license must be submitted for approval 
and recordal: 


China (Taiwan) 

Egypt 

Greece 

Iran 

Lebanon (if the license is granted to a local party) 
Turkey 


Then there is a group of countries in which the law seems to 
make recordal optional: 


Brazil 

Denmark 

Haiti 

Japan 

Mexico 

The Netherlands 
The Philippines 


Next there are a number of countries in which the law is silent 
but where the practice has grown of recording licenses in the 
Patent Office (for instance, Italy and Spain), or where licenses 
may be recorded under the general provisions of the Trademark 
Law applicable to all instruments affecting rights in a trademark 
(for instance, Argentina, Chile, Colombia, France, etc.). 

The question arises whether in all of these countries recordal 
of a license is advisable. My submission is that in such countries 
a license should be recorded if a definite advantage is to be 
derived by the trademark owner from such recordal. For instance, 
in countries where the law provides that, if the registered trade- 
mark is not used within a certain time, the registration may be 
forfeited and there may be a question whether use by an unre- 
corded licensee will satisfy the user requirements of the law, then 
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it is advisable to record the license. This appears to be the po- 
sition in Brazil and Mexico, and also in Japan because of the 
special provisions of the Act with regard to preliminary evidence 
acceptable to the Patent Office. Similarly where under the law a 
licensee may sue for infringement, it may be advisable to record 
a license agreement which specifically denies this right to the 
licensee, so that third parties may have notice of the fact that 
the licensee is not authorized to sue. Also in countries where 
remittance of royalties under the license, under foreign exchange 
or other regulations, requires recordal of the license, again it is 
advisable to record. 


Special Situations in British Countries 


At this point, I wish to take up two special situations in 
British countries: 


First is the case of a trademark which is not registrable in 
British countries except on evidence of acquired distinctiveness. 
Suppose in a situation of this kind the American trademark owner 
is unable himself to use the trademark in a British country in 


order to make it distinctive by use, and the only thing he can do 
is to have the mark be used by a licensee so that he may in time 
avail himself of such user in order to prove distinctiveness. There 
are two solutions to this problem: 


(a) He may make an agreement with a licensee under 
which the latter will use the mark as the licensee’s own mark 
with the understanding that the licensee in due course will 
file application for registration in his own name based on 
such user, and when registration is obtained, such registra- 
tion will be assigned to the American licensor without good 
will and the licensee simultaneously will be entered as a Reg- 
istered User under the registered mark. If the licensee is a 
wholly owned or controlled subsidiary, this will usually be 
the proper solution. But the American owner may not feel 
safe in doing this with an independent licensee, or it may not 
be feasible to do so because the owner may have a registra- 
tion for the same mark or a similar mark for similar goods 
which would make it impossible for the licensee to obtain 
registration in his own name, or the use of such mark by 
the licensee as his own mark will deceive the public, or be- 
cause the particular goods may bear another registered trade- 
mark of the licensor together with the unregistered trademark. 
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(b) In all such cases, a second solution may be resorted 
to. The licensee may use the trademark in such a manner and 
under such conditions that it will be definitely identified with 
the licensor as a trademark owner. Proper marking inscrip- 
tions are essential in this respect. These must contain two 
particulars: it must be stated that the goods are made under 
the control and to specifications of the owner and the name 
of the owner must be specifically given. This would tend to 
make the mark distinctive of the licensor in that it would 
indicate that he is responsible for the quality and the stand- 
ards of the goods and the publie will at all times be advised 
that the mark is that of the licensor and not of the licensee. 
Again there is no specific decision on this point. British 
Counsel have recommended it when unavoidable and the pro- 
cedure may find implicit support in the TuRMIXx case. 


In Great Britain, we have been able to obtain registration 
of inherently unregistrable words as trademarks based upon evi- 
dence of acquired distinctiveness through use by licensees. 

There is only one British country which by Statute provides 
specifically for this problem. This is Australia. Section 26 (3) 


of the new Act allows the Registrar to take into consideration, 
in determining acquired distinctiveness, use of the mark by a 
person other than the applicant, provided that other person is 
entered as a Registered User. And Section 77 (2) provides that 
the use of a mark by a person prior to his entry as a Registered 
User shall be deemed to have been permitted use provided the 
previous use complied substantially with the conditions and re- 
strictions of a subsequent Registered User entry or, if they did 
not so comply, were not such as to be contrary to the public interest. 

It seems to me that these provisions of the Australian Act 
constitute realistic and logical acceptance of a common commer- 
cial exigency. They tend to safeguard trademark rights, rather 
than follow a formalistic viewpoint which can only benefit in- 
fringers and imitators. 

Another situation is that of British law countries where the 
law has not been amended as yet to permit licensing of trade- 
marks through the Registered User procedure (Ireland, Ceylon, 
Ghana, Gambia, Nigeria, Malta, etc.). What should an American 
trademark owner do who cannot ship to these countries and can 
only use his mark through a licensee? Should he take a chance 
and enter into a license agreement? 
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No assurance can be given on this. Perhaps either of the 
above indicated two solutions for unregistrable trademarks may 
be chosen: permit the licensee to use the mark as his own with 
an agreement that at the termination of the license he will abandon 
the use of the mark, so that the owner may commence using it him- 
self and thus recover the trademark and register or re-register in 
the owner’s name, or permit the licensee to use the mark in a 
manner and under conditions which will associate such mark with 
the owner with proper markings as indicated above. 

It will be appreciated, of course, that in the old law British 
countries, what I said applies to registered as well as to unregis- 
tered trademarks. 


Essential Conditions of Licensing 


I do not propose to discuss the various clauses of a trade- 
mark license agreement. I should like only to suggest certain 
essentials. 

In British countries which have the Registered User proce- 
dure, there are certain more or less standard requirements which 
are provided by the Act and the forms fixed by the Rules. The 
most important document is of course the Registered User Agree- 
ment which in actual practice always accompanies the application 
for Registered User in the case where the licensor does not control 
the licensee stockwise. The Agreement must be drawn up with 
care not only in order to provide for all that the Act and the Rules 
eall for, but also so that there may not be disparity between such 
Agreement and the Business Agreement or Technical Assistance 
Agreement which may be concluded between the parties. Such 
disparity led into trouble in the Actomin case, in re: Actomin 
Products Application (1953) 70 R.P.C. 201. The Court was disin- 
clined to assist a party responsible for misinforming the Registrar 
as to the true ambit of the permitted user. This also means again 
that if after the entry of Registered User the scope of permitted 
user should be altered, for instance, additional goods, additional 
territory, extension of term, etc., then an application must be 
filed to vary the entry of the Registered User. On the other hand, 
if the agreement with the licensee is terminated, application must 
be filed to cancel the entry of Registered User. 

Control by the trademark owner of the user of the trademark 
by the licensee is the essential prerequisite of a valid license under 
British law, and provisions for this must be made, such as: 
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(a) compliance with the standards and specifications fur- 
nished or approved by the trademark owner; 


(b) a right of inspection on the premises of the licensee 
of the manufacturing processes and the finished products; 


(c) a right to receive samples of the licensed products. 


But it may not be enough merely to provide for control. This 
should in fact be exercised. The trademark owner should build up 
a live file of such inspection and verification. 

In non-British countries, these essentials of control should 
also exist. But I should add two important points in connection 
with any license agreement in such countries: 


(1) Both from the point of view of avoiding an impli- 
cation that there is a bare license and also from the point of 
view of facilitating remittance of royalties, start the license 
with the undertaking by the licensor to supply know-how, spec- 
ifications and technical information to the licensee to enable 
him to manufacture products of the same standard and quality 
as those made by the licensor. 


(2) Make clear whether the license is exclusive or non- 
exclusive. Whenever possible, avoid granting an exclusive 
license since this is interpreted in many countries as meaning 
that the whole beneficial right in the trademark is transferred 
to the licensee so that the trademark owner himself is pre- 
cluded from using the mark, and of course, those who buy 
from him. In fact, the use of the mark by the owner in an 
exclusive license may invalidate the trademark in some 
countries. 


Know-How Licenses 


In many countries a trademark license is granted as incidental 
to a main technical assistance agreement which provides particu- 
larly for the furnishing to a foreign licensee of valuable know-how. 
In some cases, no trademark license may be involved but only 
communication of know-how, with or without a patent license. In 
fact, the tremendous increase of licensing agreements, particularly 
after the end of World War II, is to a large extent based on 
communication of know-how. 

Yet, the whole concept of know-how is still at the frontier of 
the law. The nature of the right in know-how is uncertain. I am 
speaking, of course, from the international point of view. Is it 
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a property right involved or is there only a contractual right and 
obligation? Important legal consequences may flow depending 
on what the law recognizes the nature of the right to be. Clauses 
in an agreement which do not take account of what the foreign 
law is may be ineffectual since the agreement will ordinarily be 
enforced under the law of the country where the know-how is 
received. 


There are questions such as these arising: 


What is know-how? It may be tangible or intangible—draw- 
ings, formulation tables, ingredient specifications, ete., or tech- 
nological experience, training instructions, processing, ete. Know- 
how must not be confused with secret formulas or manufacturing 
secrets. 


Is secrecy a prerequisite of know-how in the sense that the 
particular process, or technological knowledge, or ingredient for- 
mulae, is known only to the licensor and to no one else, or does 
it also include accumulation of experience gathered at great ex- 
pense and over a considerable time, the separate parts of which 
may well be known by competitors, but the whole of which has 


a definite economic value to the recipient who is saved the time 
and expense of searching for and gathering such information? 


Provision may be made that the know-how is merely lent to 
the licensee, shall not be communicated to others, or disclosed 
or published, but a considerable part of certain kinds of know- 
how upon communication to the licensee becomes part of his men- 
tal equipment and that of his employees so that it is really lost 
to the licensor and can never be restored to him. 

Also, what is the effect of subsequent publication of the know- 
how or part of it, after the execution of the license agreement, 
by third parties without the fault of either the licensor or the 
licensee, so that competitors of the licensee now may avail them- 
selves of such published know-how? Can the licensee now refuse 
to pay the royalty agreed upon on the ground that the considera- 
tion upon which such royalty was payable has disappeared? 

How about restrictions on the licensee, such as: 


(1) a territorial restriction requiring the licensee not to 
sell the products made under the know-how outside a given 
territory? 


(2) a restriction not to communicate the know-how to 
subsidiaries and branches located in another country? 
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(3) a restriction requiring the licensee to obtain com- 
ponents, ingredients or raw materials from the licensor of 
the know-how? 


(4) a restriction requiring the licensee not to manufac- 
ture competing products for a period of years after the ter- 
mination of the license? 


(5) a restriction requiring the licensee of the know-how 
to use only the trademark of the licensor? 


(6) a restriction requiring the licensee to bind techni- 
cians in its employ not to disclose or communicate the know- 
how to others? Does this preclude the employee from bringing 
to a new employer the general information, skill and tech- 
nological experience acquired in the employment of the 
licensee ? 


How about tax problems? Is a payment received for know- 
how a capital gain or ordinary income? A House of Lords de- 
cision two years ago held that this depends on the nature of the 
know-how furnished to the licensee. If the value of the know-how 
disappeared largely through communication to the licensee in the 
sense that it could really never revert to the licensor upon ter- 
mination of the agreement, the payment for it, whether it was a 
lump sum or a sum paid in a number of royalties, is a capital 
gain. (Moriarty v. Evans Medical Supplies (1957) 3 All. E.R. 718). 

It is impossible to supply answers to all of these questions in 
the framework of this paper. The basic fact is that over the last 
twenty years industry has been advancing so rapidly and has 
become so complex technologically that the technical and economic 
importance of know-how has increased at an astronomical rate 
while the legal foundation for it has lagged far behind and indeed 
is not greatly advanced from the stage of protecting trade secrets 
of the medieval Guilds. All of us know that in many cases a patent 
is of little value without practical know-how. The important thing 
in the practical use of any patented invention is getting at the cost 
problem and this is only accomplished by costly know-how. 

With regard to international license agreements, the above 
questions on know-how involve foreign law and the answers in 
many cases are not the same as under our law. There is, of course, 
a fundamental point in all of this, which is that a businessman 
likes to deal with people he can trust. When he has to deal with 
people he has not learned to trust, he tries to have some safe- 
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guards, rather than put in an agreement clauses stating that the 
know-how furnished to the licensee is the property of the licensor 
and is only loaned to the licensee, who is obligated to restore it 
to the licensor, it is wise to have a hard look into the realities 
of the situation. If what the licensor communicates to the licensee 
is really lost upon communication and can never really be restored, 
it is wiser to accept that fact and draw the agreement accordingly. 
It may then be concluded that it is best to sell the know-how for 
a capital amount payable in a lump sum or in installments, rather 
than indulge in self deception that the know-how is merely licensed 
for a periodic royalty. The law of supply and demand applies in 
this field as in everything else. 

But in any case it is necessary to produce a satisfactory defi- 
nition of know-how and a draft standard law in this field. This 
is a task in which the International Chamber of Commerce has 
been engaged in for the last five years on the urging of its Amer- 
ican branch, the U. S. Council. It is hoped that by next February 
we shall have a resolution of the ICC on this. It will define know- 
how, provide what dealing with know-how is unlawful, and indicate 
the proper remedies applicable—which of course is all-important 
since the remedy often defines the right. 


Patents and Know-How Agreements 


It is often the practice to tie up in the same international 
license or technical license agreement a patent license and a know- 
how license. My submission is that this practice is not advisable 
and it is wiser to have a separate instrument for the patent license 
and another instrument for know-how, eventually together with a 
trademark license. This is useful because the law governing each is 
quite different, and causes for termination or invalidation of the 
one need not affect the other. The question of royalty may be dealt 
with distinctly. Restrictive clauses and territorial restrictions 
may be good for one agreement but not for the others. And I 
may also refer to a special position under British patent law 
which is significant. 

Section 58 of the British Patent Act provides that any con- 
tract for the license to manufacture, use or work a patented article 
or process or relating to any such license, whether made before 
or after the commencement of the Act, may at any time after the 
patent or all the patents by which the article or process was 
protected at the time of the making of the contract has or have 
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ceased to be in force and notwithstanding anything to the contrary 
in the contract, be determined by either party on giving three 
months notice in writing to the other party. This means that if 
you make a license contract under which you license under a 
patent and also furnish know-how for, say, a term of ten years, 
and a British patent covered by the license agreement expires in 
Great Britain in one year, then the licensee who in the meantime 
may have received valuable know-how can give to the American 
patentee notice of termination at the end of the year and in such 
case the agreement will be terminated. Therefore, if you have 
agreed on a royalty which was determined on the expectation that 
the contract would last for ten years and would therefore com- 
pensate sufficiently the American manufacturer, you will find that 
the royalty stopped at the end of one year. 

It may be noted that the right of termination under this 
Section is exercisable upon the expiration of a patent, and it is 
irrelevant that patents have subsequently been granted for im- 
provements to the benefit of which the licensee is entitled by 
reason of the “improvements” clause in the license (otherwise, 
it would be possible for a licensor to prolong the life of a license 
indefinitely and continue to demand the royalties specified by 
applying for patents for improvements which were valueless to 
the licensee). (Terrell on Patents, 1951, p. 251.) 


Restrictions of Competition 


In many license agreements, whether for patents, know-how 
or trademarks, it is not unusual to include certain restrictive 
clauses on the licensee. I referred to some such clauses in con- 
nection with the furnishing of know-how. Other clauses may 
relate to restrictions, such as these: 


(a) a clause under which the licensee under a patent is 
required to transfer to the licensor any improvements; 


(b) a clause that the licensee is not permitted to sell 
outside a certain territory; 


(c) a clause that the licensee shall sell the licensed prod- 
ucts at a certain price level; 


(d) a clause that the licensee during the continuance of 
the agreement will not deal with similar products of another 
manufacturer ; 
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(e) a clause that, for a certain period after termination 
of the license, the licensee shall not deal in competitive 
products. 


I am not concerned with the question whether such restric- 
tions are in violation of the Antitrust Law in the United States. 
The only point I wish to make is that the time has come when 
such clauses must also be considered from the point of view of 
foreign law because we have now antitrust law in foreign countries. 


We have two developments in this field: 


(a) the provisions of Articles 85 to 90 of the Treaty on 
the European Economic Community; and 


(b) the recent legislation in some European countries 
against restrictions of competition. 


The general purport of Articles 85-90 of the Treaty of the 
E.E.C. is this: Article 85 provides in general terms that agree- 
ments of all kinds that have the object of impeding, restricting or 
distorting competition within the Common Market are declared 
incompatible with the Treaty, and such agreements are void. Para- 
graph 3 of this Article provides that the above principle does not 
apply to agreements which contribute to improve the production 
or distribution of goods or to promote technical or economic prog- 
ress provided they do not impose restrictions that are not essential 
to the attainment of these objectives or enables the elimination of 
competition in respect of a substantial proportion of goods. Article 
86 deals with the abuse of a dominant position in the Common 
Market, which is likewise prohibited. Article 87 provides for ma- 
chinery to establish within three years the regulations or direc- 
tions necessary to give effect to Articles 85 and 86. Article 88 
deals with the situation before the Regulations contemplated in Ar- 
ticle 87 are issued and requires each member country to apply the 
principles of Articles 85 and 86. Article 89 provides for the po- 
licing of Articles 85 and 86 by the Commission of the European 
Community and Article 90 subjects public enterprises to the same 
general rules. 

There has been considerable discussion whether these provi- 
sions are to be deemed to apply to industrial property, such as 
license agreements relating to patents, designs, trademarks and 
know-how. The terms of Articles 85 and 86 are too general and 
broad to permit the interpretation that industrial property is 
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excluded. The real issue, therefore, is how far it is possible to 
reconcile two equally important objectives and interests of the 
Common Market: to promote economic progress and development 
by recognizing and protecting the lawful monopolies involved in 
industrial property, and to eliminate agreements unduly restrict- 
ing competition by enforcing antitrust rules. 

The most important problem is to ascertain whether the gen- 
eral principles of Articles 85 and 86 are immediately applicable 
in the member countries while waiting for the issue of regulations 
and directions by the Commission under Article 87. In this con- 
nection, we have two recent decisions in Europe. One is the de- 
cision of July 17, 1960 by the District Court of Rotterdam in 
Holland. This involved a price maintenance agreement between 
a German manufacturer of refrigerators and its German dis- 
tributors, and also its appointed importer in the Netherlands. 
The Court found that the agreement could not be said to be “likely 
to affect trade” between member States and that therefore, even 
though Article 85 was directly binding, the agreement could not 
come under its scope. The agreement also had an export pro- 
hibition. The Court said that this was ancillary to the price main- 
tenance arrangement and it was indispensable for such an arrange- 
ment. Therefore, the Court held that this also was not covered 
by Article 85 of the Treaty. 

A decision of February 25, 1959 by the Supreme Court of 
Germany held that the provisions of Articles 85-90 of the 
Treaty of the E.E.C. constitute nationally applicable law and 
are directly binding on the citizens of Germany. It further 
held that the Federal Cartel Office decides on the basis of the 
provisions of the Act against Restrictions on Competition as well 
as on the basis of the rules established by the Treaty. I shall 
refer in a minute to the clauses of the agreement involved in this 
case. 

I may add here that in France also, under an explicit provi- 
sion of the present French Constitution, treaties are national law 
and are binding on its citizens. It is believed also that the same 
is true in Belgium and Luxembourg. However, there have been 
no specific decisions on the Rome Treaty in any of the other 
countries of the Common Market. 

A conference of experts of the member governments and the 
Commission of the European Community held early this year has 
decided that the Treaty is binding, and the principles of Articles 
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85 and 86 must be given effect while waiting for the issue of regu- 
lations by the Commission under Article 87. 

For some time past the Commission of the European Com- 
munity, acting through its Division on Competition has been en- 
gaged in the preparation of these Regulations. As a means of 
enforcing the provisions of the Treaty, the Commission from the 
start made up its mind to require the filing of all agreements which 
come under Article 85 of the Treaty so that the Commission might 
be able to examine them and investigate whether they violate the 
Treaty or to give exemptions under paragraph 3 of Article 85. 
The International Chamber of Commerce particularly participated 
actively in the discussions on the preparation of the Regulations. 
It opposed the requirement for compulsory filing. 

The Commission has completed its work and submitted a 
draft of the Regulations to the Council of Ministers of the Com- 
mon Market for approval. These are dated October 28, 1960. 

The draft Regulations make a distinction between agreements 
entered into before the date the Regulations became effective, which 
we may call Pre-existing Agreements, and agreements entered into 
after the Regulations became effective, which we may call New 
Agreements. 

With regard to Pre-existing Agreements, Article 5 of the 
Regulations provides that certain classes of agreements listed 
therein must be “notified”, i.e., filed with the Commission of the 
European Community so that it may examine them and investigate 
the facts. Such filing must be made within six months from the 
coming into effect of the Regulations. The classes of agreements 
which must be so filed are those which have as their purpose: 


(a) the direct or indirect fixing of minimum, maximum 
or fixed prices for merchandise or services; 


(b) the limitation of production, markets or investment; 


(c) market-sharing by regions, by customers, or by other 
criteria; 


(d) preventing, restricting, or regulating importation or 
export between member states. 


Exempt from these requirements are agreements which are 
only between two enterprises and which have as their sole purpose: 


I resale price restriction arrangements between a seller 
and a buyer; 
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II limitation in the exercise of rights imposed on the 
user under patents or trademarks; 


III exclusive rights to purchase or sell between buyer 
and seller; 


IV exclusive representation for specified products or 
services of an enterprise. 


All other Pre-existing Agreements which do not fall within 
the definition of Article 5, but which come within the general scope 
of Article 85, Paragraph 1 of the Rome Treaty, enjoy a temporary 
exemption provided an application for a Ruling by the Commis- 
sion is made within a period of three years from the coming into 
effect of the Regulations. The Ruling of the Commission then 
may be either that these agreements are entitled to the exemption 
provided for in Paragraph 3 of Article 85 or that they are not 
so entitled, in which case the Commission will give the interested 
parties a term of not more than one year within which the agree- 
ment must be terminated. 

With regard to New Agreements which fall within the general 
scope of Article 85, Paragraph 1 of the Treaty, they are deemed 
prohibited unless the Commission, following a petition for a 
Ruling, decides to grant an exemption under Paragraph 3 of Ar- 
ticle 85. The petition for such Ruling must be filed within six 
months from the effective date of the Agreement. If the Com- 
mission does not object to the Agreement within six months from 
the receipt of the petition for a Ruling, such Agreement is tem- 
porarily exempted from the prohibition of Article 85, Paragraph 1 
of the Treaty. The Commission in granting relief under Para- 
graph 3 of Article 85 of the Treaty may impose conditions. 

It will thus be seen that there is a discriminatory treatment 
of New Agreements. The exemption of certain classes of Pre- 
existing Agreements under Article 5 of the Regulations—for in- 
stance, agreements containing limitations in the exercise of rights 
imposed on the user under patents or trademarks—does not apply 
to New Agreements. On the other hand, whereas Pre-existing 
Agreements are favored with a six-month or three-year delay for 
the filing of a demand for a Ruling with an exemption until action 
is taken, this is not the case with regard to New Agreements. It 
should be noted also that, while there remains a double jurisdic- 
tion in the Commission and in the courts of the member countries 
with respect to agreements violating the principles of Article 85, 
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Paragraph 1 of the Treaty, on the other hand the Commission has 
exclusive jurisdiction under Paragraph 3 of Article 85 of the 
Treaty with regard to giving exemptions. Business enterprises 
may have difficulty in reaching a conclusion as to whether New 
Agreements must be “notified”, due to the vagueness of the gen- 
eral principles of paragraphs 1 and 3 of Article 85 of the Treaty, 
and this uncertainty must continue for some time until the Com- 
mission, or the Community Court on appeal, has established juris- 
prudence in actual cases indicating what is and what is not 
prohibited, and it may well be that for some time to come business 
enterprises in the Common Market, entering into New Agreements 
which contain restrictive clauses, may feel the need of subu.‘tting 
these agreements for a Ruling. 

It may also be mentioned that under Article 18 of the Regu- 
lations it is provided that, within a year from the coming into 
effect of such Regulations, the Commission will consider the issue 
of an additional set of Regulations to deal particularly with those 
agreements coming under the exemption of Article 5, such as 
agreements containing limitations in the exercise of rights im- 
posed on the user under patents or trademarks. 

Concerning national law in Europe, the position is as follows: 
In Germany, the Act against Restrictions of Competition applies 
to agreements involving industrial property rights. Indeed, Sec- 
tion 20 of the law relates specifically to agreements concerning the 
acquisition or the use of patents, designs or trademarks. These 
are declared invalid if they impose upon the acquiree or licensee 
any restrictions in his business conduct which go beyond the 
scope of the privilege. And Section 21 of the law extends these 
provisions to agreements concerning know-how. 

The decision of the Supreme Court of February 25, 1959 which 
I mentioned above concerned an international license agreement 
between a German licensee and a French licensor granting an ex- 
elusive license to manufacture and sell certain products falling 
within the scope of a German patent for the territory of Germany 
with the exception of the Saar. The license agreement included 
among other things: 


(a) a provision requiring the licensee to transfer any 
improvement inventions he might make to the licensor; and 


(b) an elimination of competition by the licensee during 
the validity of the agreement and for three years after its 
expiration. 
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The German licensee applied to the Federal Cartel Office for ap- 
proval of the license agreement. The Office granted permission 
subject to certain reservations. On appeal, the German Supreme 
Court held that during the time of applicability of the transitional 
regime of Article 88 of the Treaty of Rome, the Federal Cartel 
Office is entitled to grant exemptions from the prohibitions laid 
down in Article 85, Paragraph 1 of the Treaty, pursuant to Para- 
graph 3 of the same Article, and that the prerequisites of the 
Treaty have to be fulfilled in granting such exemption. It further 
held that the obligations imposed upon the licensee relating to 
elimination of competition (for three years after expiration) or 
the obligations to transfer to the licensor all inventions of an 
improving or related nature exceed by far the scope of the pro- 
tected privilege in the sense of Section 20 of the law, and are 
therefore invalid unless permission has been granted pursuant to 
Paragraph 3 of the same section of the law -—which is granted if 
the freedom of the licensee is not unlawfully restrained, and if 
competition in the market is not substantially restrained through 
the restrictions involved. 

French legislation of 1954-1959, a recent Belgian Law of 
1960, and a Netherlands Law of 1958 are mild legislative enact- 
ments concerned more with proven abuses rather than the regu- 
lation of competition. Generally speaking, it is believed that 
agreements relating to industrial property are not particularly 
affected. 

New antitrust legislation is now pending before Parliament 
in Italy. This seems to be inspired by the United States law rather 
than European concepts. Indeed, there are great fears expressed 
that the application of the proposed law in Italy without the benefit 
of Court construction such as we have had for nearly 70 years 
may prove more far-reaching and severe than our own antitrust 
legislation. 

In the Scandinavian countries: Denmark, Norway and Sweden, 
there have been adopted in recent years antitrust laws which tend 
to affect any agreements which have an essential influence on 
competition. These acts are not identical but they certainly do 
not exempt agreements relating to industrial property, and their 
essential nature is to require registration of such agreements upon 
request of the Boards which have been set up. If examination of 
such registered agreements discloses objectionable restrictions, 
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the Boards negotiate with the interested parties to change the 
features which unduly affect competition. 

Finally, in Great Britain the Restrictive Trade Practices Act 
of 1956 and in Ireland similar legislation in 1957, exempt agree- 
ments relating to industrial property, if restricted to what the 
statutory monopoly relates. In those two countries the Patent 
Acts themselves provide for revocation of a patent where licenses 
thereunder impose unfair or restrictive conditions outside the 
scope of the patent. 

The British attitude on the subject may best perhaps be seen 
in the Second Interim Report of the Board of Trade Departmental 
Committee on Patents, where the following paragraphs occur: 


“Tt is easy to overestimate the part played by patents in cre- 
ating and maintaining cartels, whether national or interna- 
tional. Several of the most important monopolies in this 
country exist with little or no help from patents, and it seems 
likely that even where patents do form an important element 
in cartel arrangements, these arrangements could be recon- 
stituted upon some other basis even if patents were totally 
abolished. 


“Nevertheless, it is sufficiently clear that patents do often play 
a part in the formation and maintenance of cartels, and that 
this use of patents is foreign and may be inimical to the pur- 
pose for which the patent system is instituted.” 


My conclusion, again, on this topic is to separate patent li- 
censing from the licensing of know-how and trademarks, and to 
deal with each separately in the best interest of the patent and 
trademark owner. 


Economic Effects of Licensing 


I wonder whether the time has not come for American in- 
dustry to have a second look at the whole pattern of licensing 
abroad. 

Certainly, the licensing of trademarks alone, with minor dis- 
closure of technical information, may be economically beneficial 
in many cases to the American manufacturer. He builds up good- 
will in his trademark through the sale of products bearing his 
trademark by a licensed manufacturer in a country where he 
cannot sell the American-made products. But I wonder how many 
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of such licenses are really involved today as compared with the 
years immediately after the close of the war when restrictions 
on importations and American dollar exchange difficulties closed 
many markets to American products. Such countries still exist, 
of course, but Europe today presents a different picture. Trade- 
mark licenses for those countries without substantial know-how 
communication will not interest European licensees unless the 
mark has already an exceptional reputation and the foreign li- 
censee wishes to ride on that reputation. 

Most license agreements today involve the furnishing to a 
foreign licensee of substantial know-how, and in exchange for the 
payment of a royalty which is usually not very great, the Amer- 
ican manufacturer is building up a dangerous competitor for 
tomorrow. 


There are, of course, two other factors in the picture, in 
addition to import restrictions and foreign exchange difficulties: 
first, the economic fact of lower production costs in foreign coun- 
tries, and secondly tax avoidance. 

With respect to the first, the object may be accomplished by 
creating foreign subsidiaries or branches or joint ventures rather 


than by licensing independent licensees. Many American com- 
panies have found it advisable recently to take over existing in- 
dustrial enterprises in Europe and turn them into wholly owned 
or controlled subsidiaries. This is a quicker way of getting estab- 
lished in a foreign country in view particularly of the over- 
employment situation prevailing in a number of European coun- 
tries which makes it extremely difficult for an American company 
to organize an entirely new company and find the required tech- 
nical and experienced personnel. It is also a more efficient way 
of effectively organizing production and distribution, as the ac- 
tivities of the American automobile manufacturers indicate. It is 
now known that American subsidiary or controlled companies 
account for 50% of the production of automobiles in Great Britain 
and 14 of the production in Germany, while in France Simca, in 
which Chrysler owns 25%, accounts for 4 of the French motor 
ear production. 

Tax reasons have developed the current plans of tax-haven 
corporations, particularly in Switzerland, set up to hold the stock 
of local subsidiaries or to license independent concerns with divi- 
dends and royalties flowing to the Swiss subsidiary and kept there 
for development expenses and other reasons. I wonder again 
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whether the U. S. Government, conscious of the unfavorable con- 
dition of our balance of payments, may not seek to encourage 
exports from this country, which is the main item in this balance, 
by passing legislation which will close loopholes on the one hand, 
and grant tax benefits on the other hand, similar to those of the 
Overseas Trading Corporation in Great Britain and the 4-K Cor- 
poration in Canada. 

As is well-known, Congress enacted (Public Law 86-780) the 
requirement that U. S. companies file an annual information re- 
turn of all foreign operations that they control, and a public 
hearing has recently been held in Washington on the Internal 
Revenue Service Regulations detailing the information which must 
be furnished in this Return. Two items of this Return are: that 
all transactions between related companies must be reported, and 
an analysis of accumulated profits from foreign corporations. If 
the information gathered from those Returns will not cause new 
tax legislation, I should be very much surprised. On the other 
hand, there may be an attempt again to pass legislation like the 
Boggs Bill (H.R. 5) which passed the House in the last session. 

In any case, one warning may be given with respect to these 
tax-haven foreign subsidiaries. It is unsound to transfer to such 
companies patents, and particularly trademarks, so as to enable 
such companies to license foreign concerns. Such transfers place 
these valuable assets, and particularly trademarks, in the hands 
of foreign companies which may expose them to serious dangers 
of invalidity, future tax problems and even antitrust difficulties. 
Also, the scheme of licensing trademarks to such service or mar- 
keting companies with the right to sub-license foreign concerns is 
unwise. In many countries, sub-licensing is not lawful; certainly 
not in British countries, Germany, Italy, Belgium and others. 


The proper arrangement in such case is to grant to the tax- 
haven company exclusive licenses under patents and know-how 
so that it may enter into technical assistance arrangements with 
qualified manufacturers under proper royalty arrangements flow- 
ing to the subsidiary and, on such arrangements being made, the 
American parent company may issue a royalty-free trademark 
license. The trademark license then would be incidental to the 
technical assistance agreement. Tax experts, I believe, advise that 
in such case the subsidiary would agree to pay the American 
parent company a certain percentage, for instance 5%, of all 
royalties received by the foreign subsidiary under its patent and 
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know-how arrangements, as quid pro quo for the covenant that it 
would grant royalty-free trademark licenses to the subsidiary 
company’s licensees. 

The net conclusion of all this is that the American manufac- 
turer would be well advised to set up its foreign business in a 
manner which will bring it an overall financial advantage but to 
be very careful about dealing with its industrial property rights. 
Wrong dealing with such rights may bring them at the end more 
trouble than the tax saving it tries to obtain. 
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TWO FOR ONE: TRADEMARKS AND DESIGN PATENTS? 
By Cameron K. Wehringer* 


The pitchman might ery “two for the price of one.” As to 
design patent and trademark protection this is a slight exaggera- 
tion, as each has a separate fee. However, in another sense the 
ery is right, for it may be that the bottle or other container under 
consideration can be protected both by a design patent and also 
by a trademark registration. One does not necessarily preclude 
the other. 

The design patent’ is for the container itself, and attests to 
distinctive design. The trademark’ states that by this shape you 
will know it.’ If any doubt on this matter did exist in recent years, 
it was resolved by the crystal-clear language in the PEPSI-COLA 
BOTTLE case.‘ The company asked for both. First it obtained the 
design patent, and then figuratively moving up (or down as you 
prefer) in the self-same Patent Office, it presented its claim for 
a trademark registration of the bottle. Refused. Appeal taken. 
The Trademark Trial and Appeal Board, in granting a Supple- 
mental Registration, said: 


The design patent protects the patentee against another’s mak- 
ing, using, or vending the bottle; a trademark registration on 
the Supplemental Register indicates only that the bottle is 
capable of distinguishing applicant’s soft drink which is sold 
in the bottle.° 


It may be that a particular container would fail to meet the sepa- 
rate tests for design patent protection or for trademark registra- 
tion, but if each test is met, the securing of one does not prevent 
the obtaining of the other. 


It is apparent from the hearings in the House of Representa- 
tives on a bill which was a predecessor of the Trade Mark Act 


t 800.5—OTHER STATUTES—PATENTS. 

* Member of the New York Bar. 

1. In Chapter 16—Designs—there are three sections, 171, 172 and 173. 35 U.S.C. 
171-173. Also, the Rules of Practice in Patent Cases: 151-155. 

2. Section 23. The Supplemental Register provides under the heading “Nature of 
mark” that 

For the purposes of registration on the supplemental register, a mark may consist 

of any trademark, symbol, label, package, configuration of goods, name, word, slogan, 

phrase, surname, geographical name, numeral, or device or any combination of any 

of the foregoing, but such mark must be capable of distinguishing the applicant’s 

goods or services. 

3. This recognition is not confined to design patent matters, for many times is 
heard “you’ll know it when you see it” for a variety of objects, animate or inanimate. 

4. In re Pepsi-Cola Co., 120 USPQ 468, 50 TMR 281 (Tm. Bd., 1959). 

5. Id. at 469, 50 TMR 281. Italics in original. 
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of 1946!°! that one of the basic purposes of the Supplemental 
Register was to provide U. S. registration of a distinctive 
package—even though the design is patented in this country 
in order that the registrant might use such registration to 
obtain registration and receive protection in foreign countries 
—notably the Latin American countries.’ 


This discussion on a design patent® and a trademark registration 
refers to a Supplemental Registration. The pPrncH BOTTLE case 
wherein a Principal Registration was concerned is unique, and is 
discussed below.® Even under the Secondary Meaning Section, 
Section 2(f), it has been held that a container cannot be admitted 
to the Principal Register.*® This case, which might be known as the 
SCOTCH BRAND HOLDER case, did not leave a loop-hole: 


It has been held that upon the expiration of a design patent, 
the subject matter becomes dedicated to the public, and that 
an extension of protection cannot be obtained under the form 
of trade mark or analogous protection ...** The fact that the 
design patent has not yet expired is considered immaterial; 
if the design can not be registered as a trade mark after the 
expiration, it certainly should not be registered shortly before 


the expiration.” 


It is interesting to observe that this holding could be fully ignored 
in the PEPSI-COLA BOTTLE case. Certainly it is clear that the scorcH 
BRAND HOLDER case is not the law today from these words in a Com- 
missioner’s decision: 


If the package (bottle) is capable of distinguishing the appli- 
eant’s goods, it is registrable under Section 23 of the Trade 


Mark Act of 1946."° 


6. H.R. 4744, 76th Cong. 1st Sess. pp. 126-127. 

7. Supra, n. 4,120 USPQ 468, 469, 50 TMR 281. 

8. Trademark attorneys who are not admitted to practice before the Patent Office 
in patent matters will find prosecution of design patent cases impossible, except upon 
a special showing for a specified application (Rule 342). The Rules, probably drafted in 
light of the special knowledge an agent or attorney needs to properly handle “regular” 
patent prosecutions do not make an exception as to design patent matters. Chapter 3 
of the law. 35 U.S.C. 31, 32 and 33. Rules 341-348. The author does not hold himself 
out as qualified (35 U.S.C. 33) to comment on the requirements for design patent prose- 
cution and confines this paper to general comments other than that pertaining to trade- 
mark law. 

9. Infra, n. 14. 

10. Ez parte Minnesota Mining & Mfg. Co., 92 USPQ 74, 42 TMR 164 (Com’r, 
1952). 

11. Citing Lucien Lelong, Inc. v. Lenel, Inc., 181 F.2d 3, 85 USPQ 117, 40 TMR 
304'(C.A. 5, 1950) and calling attention to cases therein cited. 

12. N. 10, 92 USPQ at 76, 42 TMR at 167. 

13. Ex parte Extraction and Chemical Co. Inc., 99 USPQ 313, 314, 44 TMR 433 
(Com’r, 1953). 
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This case was where a Supplemental Registration was granted for 
a bottle for mouthwashes used as dentifrices. It is also interesting 
to note that in that case registration had been refused on the ground 
that the bottle was identical with another’s expired design patent. 
The Assistant Commissioner noted that unless the applicant’s and 
the other’s bottles were identical, the patent had no bearing. Fur- 
ther, as applicant was prior by four years, if the bottles were iden- 
tical, the design patent should not have issued.** The reverse, 
that a trademark could not issue, was not written. It need not have 
been written either, as the Board correctly noted in the PEPstI- 
COLA BOTTLE case the important distinction between the purpose 
and function of the two types of protection. Surely, if both types 
can be obtained, serious thought should be given to whether or not 
each type of protection would be helpful. 

Assuming it is understood that both design patent and trade- 
mark protection are possible for containers (packages), such as 
bottles, what limitation, if any, is there to obtaining trademark 
protection? Or, to phrase it another way, when can a bottle be a 
trademark? A stumbling block in finding trademark registration 
available for bottles and other packages has been the Lelong case*® 
where the court categorically stated that “there can be no trade- 
mark in a package, the shape of a bottle, or a letter of the alphabet.” 
As this opinion is contra to the express terms of the Act*® and not 
borne up by case law” it is hoped that it will be explicitly over- 
ruled by the appropriate court in due course. 

To illustrate when a bottle can be a trademark, the prncH 
BOTTLE case is in point.** The bottle’® was uniquely admitted as a 
trademark to the Principal Register. The trademark, for Scotch 
whisky, had been registered on the Supplemental Register, and 
a movement was permitted up to the “Big Board” of the two reg- 
isters, as: 


Section 2 of the statute provides that “No trademark by 
which the goods of the applicant may be distinguished from 
the goods of others shall be refused registration on account 
of its nature” unless it is prohibited by the terms of the sub- 


14. Ibid. Infra, n. 24. 

15. Lucien Lelong, Inc. vy. Lenel, Inc., 181 F.2d 3-5, 85 USPQ 117, 118, 40 TMR 
304 et seg. (C.A. 5, 1950). 

16. Section 23 quoted supra, n. 2, in pertinent part. 

17. Supra, n. 4 and CALLMANN, 3 UNFAIR COMPETITION AND TRADE-MARKS 1267-8 
(2nd Ed. 1950). 

18. Ex parte Haig & Haig Ltd., 118 USPQ 229, 230, 48 TMR 1031 (Com’r, 1958). 

19. It was noted that in the United Kingdom the bottle is known as the DIMPLE 
BOTTLE. Another instance of speaking the same language! 
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sections. There is no suggestion that what applicant has 
presented is prohibited registration by any of the subsections 
of Section 2. The fundamental question, then, is not whether 
or not containers are registrable on the Principal Register, but 
it is whether or not what is presented is a trademark—a 
symbol or device—identifying applicant’s goods and distin- 
guishing them from those of others. This is really a question 
of fact and not of law...*° 


In this case not only was the bottle found to be of original, dis- 
tinctive and peculiar appearance; but it was known to the trade, 
to consumers and the public as the “pinched bottle” and so ordered; 
plus the fact that there was no other way of identifying the par- 
ticular whisky other than by the conformation of the bottle. This 
would seem to indicate that bottles, as slogans,** can be granted 
Principal Registration, but probably we must await a Court of 
Customs and Patent Appeals’ decision for confirmation. Is there 
any reason for distinguishing between slogans and packages as 
to admittance to the Principal Register?** If there is, or should be, 
we cannot know why from a review of the cases, for too few appli- 
eants have sought Principal Registrations over non-reported ob- 
jections. The cases by and large deal with Supplemental Registra- 
tions, and even there registration has seemed to be a reluctant 
thing. It should not be. 


... the section [23] was intended to provide for registration 
of matter which would be entitled to protection from unfair 
competition in this country, but which would receive no pro- 
tection, in the absence of a registration, in those countries 
which have no common law basis for suppression of unfair 
competition.” 


This case, the Caron case, granted Supplemental Registration for 
a perfume bottle, and also noted that the trademark protection 
which results, “cannot, in any real sense, be considered an exten- 
sion of the protection accorded a patent design.” ** This should, 
along with the PEPSI-COLA BOTTLE case,” leave no doubt on the 
matter of design patent and trademark “co-existence.” * 





20. Supra, n. 18, 118 USPQ 229, 230, 48 TMR 1031. 

21. Wehringer, Slogans: Tests as Trademarks, 42 J.P.O.S. 781 (1960). 

22. None according to Lunsford, Distinctive Packages and Slogans Are Registrable 
on the Principal Register, 45 TMR 1131 (1955). 

23. Ex parte Caron Corp., 100 USPQ 356, 44 TMR 336 (Com’r, 1954). 

24. Id. at 359, 44 TMR at 339. 

25. Supra, n. 4. 

26. CALLMANN, 3 UNFAIR COMPETITION AND TRADE-MARKS 974 (2nd Ed. 1950), 
1959 Supp. 1 (to p. 974, n. 3). 
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Why, in light of the pincH BoTTLE case, should not Principal 
Registration always be available without question?** One author 
anticipated this question three years before the decision.** But, 
there may be difficulty, as in 1948 another author said, such a 
thing was not contemplated.* On the other hand, still another 
author could not see why Principal Registration should not be 
available through Section 2(f). He claimed that if a mark “reached 
the status of a secondary-meaning mark” there is no reason for the 
exclusion “whether such mark is a trade-mark in the narrow, tech- 
nical sense or in the broad sense of the law of unfair competi- 
tion.” *° Time will resolve the issue. 

When bottles or other containers have been protected by 
registration, the question of distinctiveness has been in the fore. 
The purchasers concerned must be likely to distinguish appli- 
cant’s product, for example olive oil, from others’ olive oil, by 
the design and shape of the bottle without other markings.” Or, 
the container at least must not be a conventional design for the 
particular product if the container is otherwise lacking in unique- 
ness, much as a jug was found unconventional for soft drink 
syrup.” Of course, the Supplemental Registration which is granted 


“merely is recognition by the Patent Office that, on the basis of 
the facts presented, the container is capable of distinguishing” the 
applicant’s product from others’ like product.* 


27. CALLMANN, 4 UNFAIR COMPETITION AND TRADE-MARKS 2137, earlier asked this 
question. But, “Section 23 of the Trade Mark Act specifically provides for the registra- 
tion of packages on the Supplemental Register, but there is no similar provision for 
registration on the Principal Register. It has been held that containers or similar 
devices cannot be registered on the Principal Register...” Ex parte The Boye Necdle 
Company, 100 USPQ 124, 44 TMR 603 (Com’r, 1953). 

28. Supra, n. 22. 

29. Derenberg, The Lanham Trade-Mark Act of 1946, Practical Effects § Ex- 
periences After One Year’s Administration, 38 TMR 831, 841 (1948) “.. . according 
to the present thinking of the [Patent] Office, registration under Section 2(f) should 
be limited to trade-marks, as that term is defined in Section 45, It is not contemplated, 
therefore, to permit registration under Section 2(f) of such matters as labels, bottles, 
configurations of goods, ete., which were made registrable only ‘for the purposes of 
registration on the supplemental register’ (Sec. 23).” But, see infra, n. 45. 

30. Ladas, The Lanham Act and International Trade, 14 Law & Cont. Pros. 278 
(1949), “Now the rule of Section 27 is absolute, general, and without limitation: ‘Regis- 
tration of a mark on the Supplemental Register shall not preclude registration by the 
registrant on the Principal Register.’ It would not seem that we are warranted in 
reading any limitation into this general rule of the Act. In other words, Section 2(f) 
must be read in the light of the general rule of Section 27. ... No justifiable policy 
would be served by a different interpretation. There is no reason why a mark which 
has reached the status of a secondary-meaning mark should not go on the principal 
register, whether such mark is a trade-mark in the narrow, technical sense or in the 
broad sense of the law of unfair competition.” 

31. Ez parte Strohmeyer § Arpe Co., 102 USPQ 123, 44 TMR 1236 (Com’r, 1954). 

32. Ez parte 8S. C. Clayton Co. Inc., 102 USPQ 256, 44 TMR 1244 (Com’r, 1954). 

33. Id. at 256; 1245. 
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Akin to “package” cases are those dealing with “configuration 
of goods’’. In these a caveat is found—even a Supplemental Regis- 
tration would not be available if the would-be-registered-trademark 
fell within the confines of the exception that: 


An object performing a utilitarian function may not be regis- 
tered as a trademark even if it also identifies the applicant’s 
product. A novel shape or appearance that is functional in 
character may not acquire any secondary meaning that would 
render it subject to exclusive appropriation as a trademark.** 


This was in a case concerning the treads on metal plates used as 
flooring material. It was industry practice for each manufacturer 
to develop his own tread design. Trademark registration was de- 
nied. Of course, it is hard to understand how a bottle or other pack- 
age can be anything but functional. However, there are qualities 
about the bottle which may or may not be functional. Thus, if a 
bottle were unique in design, but for functional reasons, trademark 
registration might well be refused if the above principle were fol- 
lowed. Reverting to the prvcH Borrtte then, if the “pinches” 
functional, we might expect the bottle to fail of registration on 
either the Supplemental or the Principal Register. 

The principle of refusing registration to a functional object 
has been followed in a design for safety paper products;* for a 
rhomboidal design which was admittedly functional and also pro- 
tected by a mechanical patent ;** for the configuration of the bow 
portion of keys used as identification of original keys to permit 
ready selection of properly milled blanks;*’ for the blue dot on 
flash bulbs ;** and for irregular grooves in plywood also patented 
as eliminating stresses in the plywood panels.*® The court noted 
in the PLYwooD PANEL case: 


were 


Were the law otherwise, it would be possible for a manufac- 
turer or merchant to obtain, in the guise of trademark reg- 





34. Alan Wood Steel Co. vy. Watson, Com’r Pats., 150 F.Supp. 861, 113 USPQ 311, 
47 TMR 848 (D.C., D.C., 1957). 

35. Inre The Todd Company, Inc., 123 USPQ 562, 50 TMR 205 (Tm. Bd., 1959). 

36. In re The Deister Concentrator Company, Inc., 121 USPQ 633, 49 TMR 1015 
(Tm. Bd., 1959). 

37. Independent Lock Company v. Schlage Lock Company, 121 USPQ 609, 49 TMR 
996 (Com’r, 1959). 

38. Sylvania Electric Products vy. Dura Electric Lamp Co., 247 F.2d 730, 114 USPQ 
434, 436,47 TMR 1511 (C.A. 3, 1957). 

39. U.S. Plywood Corp. vy. Watson, Com’r Pats., 171 F.Supp. 193, 120 USPQ 261, 
263, 49 TMR 461 (D.C., D.C., 1958). 
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istration, a monopoly in perpetuity on such configuration, 
with ensuing serious potential consequences to the public.*° 


This rationale encourages a belief that if the “pinches” were func- 
tional, the PINCH BOTTLE would not be registered today. It must be 
remembered that both “packages” and “configuration of goods” are 
not registrable unless 


intended primarily to indicate origin of the goods and is of 
such a nature that the ordinary purchaser would be likely to 
consider that it indicated such origin.* 


It must not be considered to be only an attractive display.*? The 
intent of the would-be-trademark-registrant is not sufficient.** As 
was noted in a report on another effort to obtain a Principal Reg- 
istration in the TABASCO BOTTLE case,** there is 


no room on the Principal Register for “a non distinctive bottle 
without an identifying label” absence evidence showing it does 
in fact identify and distinguish applicant’s goods.* 


The court wrote it was but a “capped bottle of pepper sauce.” * 


But then as earlier seen, for even a Supplemental Registration 
the container must be unique or non-conventional for the product 
used.*’ 


SUMMARY 


Bottles, as other packages, are registrable at least on the 
Supplemental Register if they are unique, or are at least unique 
for the product they are used, are intended to indicate origin, and 
succeed in this intention. This should be proved. These bottles, 
if they meet the separate tests of design patentability, can be 
protected by a design patent in addition to Trademark Regis- 
tration. Whether or not bottles and other containers or packages 
should be admitted to the Principal Register as opposed to the 


— 


40. Ibid. 

41. Inre Bourns, 252 F.2d 582, 117 USPQ 38, 40, 48 TMR 992 (CCPA, 1958). 

42. In re Peters, 121 USPQ 529, 49 TMR 1010 (Tm. Bd., 1959). 

43. In re McIlhenny Co., 278 F.2d 953, 126 USPQ 138, 140, 50 TMR 1254 (CCPA, 
1960). 

44. Ibid. 

45. Derenberg, Thirteenth Year of Trademark Act of 1946, 50 TMR 773, 782, 126 
USPQ Part II of No. 8 (1960). 

46. Supra, n. 43. 

47. Supra, n. 31 and 32. 
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apparently prevailing practice of limiting them to the Supple- 
mental Register has been argued by eminent attorneys,** Principal 
Registration has been supported by a Commissioner’s decision, 
but awaits approval by the Court of Customs and Patent Appeals 
or similar high judicial authority. 








48. Supra, n. 22, 27, 29 and 30. 
49. Supra, n. 18. 
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“TRAFFICKING” IN A TRADEMARKt * 


By George Rolston** 


The law of trademarks is generally understood to deal with 
the buying and selling of goods in association with a trademark. 
However, there is an important though somewhat obscure branch 
of trademark law dealing with buying and selling the trademark 
itself, which is frequently of far greater significance than the 
main body of the law, particularly under modern business condi- 
tions in Canada. These latter transactions are known (and some- 
times stigmatised) as “trafficking” in a trademark, and can often 
result in such disastrous results to businessmen as to make the 
above quotation peculiarly apposite. 

This article does not set out to deal with every case, British 
and Canadian, on the topic, nor are all such cases cited in the foot- 
notes. On the contrary, this article will attempt to suggest a dif- 
ferent approach to the leading cases from that which has been 
made in the past. Furthermore, the word “trafficking” is generally 
taken to imply some kind of illegal or improper dealings but this 
article will deal both with such improper dealings in trademarks 
and will also attempt to indicate what dealings in a trademark are 
regarded as proper by law. 

It should be noted at the outset that the old common law rules 
were radically changed by the Trade Marks Act of 1953' when 
changes were made, similar to those made in the British Trade 
Marks Act of 1938,? and these provisions will be dealt with later. 
For convenience this article will therefore be divided into three 
parts. The first part deals with the common law prior to 1953 
which is still of importance in considering this topic. The second 
part will touch briefly on the various exceptions to the common 
law, and the third part will discuss the changes made in 1953. 
The reason for this somewhat elaborate discussion lies in the 
fact that in order to take advantage of the 1953 provisions, the 
Statute must be complied with from the very beginning of any 


+ 800.4—OTHER STATUTES—FOREIGN LAW. 

* Reprinted with permission of the Osgoode Hall Law Journal, Vol. 2, No. 1, 
April, 1960 (Toronto). 

** Member of the firm of Cavanagh & Norman, Toronto, Canada; LL.B. of Uni- 
versity College, London, and barrister-at-law of the Middle Temple, London; LL.B., 
Osgoode Hall Law School, Toronto. 

1. The Canadian Trade Marks Act, 1953, 1-2 Eliz. IT, c. 49. 
2. The British Trade Marks Act, 1938, 1 & 2 Geo. VI, ¢. 22. 
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arrangement, and in many cases it is ignored until trouble looms 
on the horizon, at which point it is too late to put matters right. 


Part A 
General Rules—Prior to 1953 


On the question of improper dealings or “trafficking” in trade- 
marks, it has been said, for example, that :* 


The object of the (trade marks) law is to preserve for a trader 
the reputation he has made for himself, not to help him in 
disposing of that reputation as of itself a marketable com- 
modity, independent of his goodwill, to some other trader. 


Indeed in earlier times it was thought that a man’s trademark 
or trade name could not be used even by his direct successors in 
business, since his custom and good will depended on his personal 
skill. However, at least since 1863 it has been the law both in 
England and in Canada, that a trademark could be treated as a 
constituent part of the property of a business and that it could be 
leased (licensed) and sold (assigned) with the business, subject 
to certain very important limitations which will be discussed. 
This general principle was recognized in the leading case of 
Leather Cloth Co. v. The American Leather Cloth Co.* where Lord 
Cranworth stated: 


The right to a trade mark may in general treating it as 
property or an accessory of property be sold and transferred 
upon the sale or transfer of the manufactory of the goods on 
which the mark has been used to be affixed and may lawfully 
be used by the purchaser. 


The limitations placed upon this general proposition were in 
fact much more important than the proposition itself and in turn 
subject to certain exceptions. The general basis of such limitations 
lies in the fundamental principle that a trademark must not be 
ailowed to confuse or mislead the public. If a trader permitted 
his trademark to be used in a confusing manner the penalty im- 
posed by the Courts was simply to refuse to prevent other traders 
from copying or “infringing” his mark (and thus indirectly giving 


3. Bowden Wire Ltd. v. Bowden Brake Co. Ltd. (1913), 30 R.P.C. 45, (1914) 
31 R.P.C. 385. 

4. (1863), 4 De G., J. & 8. 137; 32 LJ. Ch. 721; 33 LJ. Ch. 199; 35 L.J. Ch, 
53; 1 H. & M. 271; (1865), 11 H.L.C. 523; 11 Jure. N.S. 513. 
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their blessing to almost unlimited passing off—but that is another 
story). 

This rule can be stated conversely in the terms that a trade- 
mark can have existence only insofar as it is distinctive of the 
goods (or services) of a particular trader or of a particular 
“brand” of goods, ete., where the trader is undisclosed. When a 
trademark ceases to be distinctive it is no longer a trademark. 
If registered it becomes liable to be expunged from the Register 
as an “invalid” trademark. If unregistered the effect will be to 
render an action for passing off useless. Prior to 1953 a trade- 
mark could lose distinctiveness in a number of different ways.° 
Of these, two are of importance here. They are in fact the im- 
proper licensing of the trademark and the improper assignment 
of it, resulting in use of the trademark in a confusing manner. 
Under the common law an assignment of a trademark was re- 
garded as improper if it did not also assign the whole of the 
good will in the business in which the trademark was used and 
of which it formed a constituent and valuable portion. Similarly, 
a license to use a trademark was regarded as improper if it did 
not also, in effect, license the good will in the business, the reason 
being that a trader should not be permitted to carve up his repu- 
tation and sell portions of it to different persons, or to sell part 
and keep the remainder. 

This is by no means the whole story, however. In many cases 
an improper license or assignment was made which was in fact 
never acted upon with the result that the trademark never lost 
its distinctiveness or became confusing in any way. 

The cases are not always easy to follow. For example, in a 
number of cases the courts have been able to settle the matter 
before them by merely holding that the assignment (or license) 
was improper or “invalid” and therefore ineffective to transfer 
the trademark, with the result that the assignee or licensee was 
divested of his title and therefore lost the action. In these cases 
there may or may not have been evidence of substantial use of 
the mark by the assignee or licensee, but the court has frequently 
been able to escape the question of whether the trademark itself 
was no longer distinctive and hence invalid by merely deciding the 
question of title. 

For the sake of illustration a list of some cases in which the 
court has taken this approach has been prepared though it is not 


5. KERLY ON TRADE MARKS AND TRADE NAMES, 7th ed., chapter 14. 
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suggested that this is exhaustive.* Furthermore, it is of interest 
to note when reading through the cases on assignments and li- 
censes that in fact only a fraction have resulted in a finding of 
invalidity, and a sample list of such cases is also offered for 
comparison.’ 

Some of the difficulties of the cases undoubtedly arise from 
the terminology. Thus it is common to find statements that “a 
trademark cannot be assigned in gross’, ie., without the good 
will in the business. A corresponding statement concerning licenses 
is that “licensing invalidates a trademark”. 

Taken at face value these isolated phrases do appear to offer 
support for the proposition that the mere existence of an im- 
proper license or assignment whether acted on or not is sufficient 
to invalidate a trademark. Criticism has been directed against the 
harshness of such a rule, and it is difficult to see any logical basis 
for its application.« The writer is in complete agreement with 
such criticism but goes further and submits with respect that in 
fact no case has been decided in which such a rule has been en- 
forced. Indeed, from the few cases which deal squarely with the 
issue of invalidity it appears that they are consistent in requiring 
that the license or assignment must have been acted upon so as 
to result in actual confusion or deception by use before it will 
render the trademark invalid.® 

On the point of licensing probably the best known ease is that 
of Bowden Wire Limited v. Bowden Brake Co. Limited,’ which 
went to the House of Lords, in which all four Law Lords held 
that the trademark had lost its distinctiveness. The facts in this 
case were briefly that the Bowden Wire Company was the “parent” 
company and the Bowden Brake Company was its “subsidiary”’. 
The Wire Company had a number of patents and had two regis- 
tered trademarks. The Wire Company licensed the Brake Com- 
pany under the patents to manufacture certain components for 
use solely on pedal cycles and at the same time licensed the Brake 


6. Pinto v. Badman (1891), 8 R.P.C. 181; Re Sinclair (John) Ltd.’s Trade Mark 
(1932), 49 R.P.C. 123; Re Roger’s Trade Mark (1895), 11 R.P.C. 637; Mello-Creme 
Products v. Ewan’s Bread Ltd. et al., [1930] Ex. C.R. 124. 

7. Bowden case, supra, footnote 3; Boussod, Valadon §& Co. v. Marchant (1907), 
24 R.P.C. 665; (1908), 25 R.P.C. 42; Lacteosote Ltd. v. Alberman (1927), 44 R.P.C. 
211; Crean (Robert) & Co. Ltd. v. Dobbs §& Co., [1929] Ex. C.R. 164; [1930] S.C.R. 307. 

8. H. G. Fox, Trade Mark Assignments and Licenses in Canada, 35 TMR 7; 
C. Robinson, Use of Trade Marks in Canada by Canadian Subsidiaries of Foreign Com- 
panies, 5 C.P.R. 86. 

9. KERLY ON TRADE MARKS, 6th ed., 425. 

10. Bowden case, supra, footnote 3. 
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Company to use the two trademarks in association with these 
goods. The Wire Company continued to trade on its own behalf 
in the field of motor cycle components and used the same two 
trademarks in association with its goods. After some years of 
trading on this basis a dispute arose between the two companies 
which led to this litigation with the result that the two trademarks 
of the Wire Company were held to have lost their distinctiveness 
and were ordered to be struck off the Register of Trade Marks. 
The opinions of their Lordships are of commendable brevity, that 
of Earl Loreburn being as follows :™ 


I have had the advantage of seeing in print the opinion 
of Lord Dunedin. I agree with his conclusions and accordingly 
need say very little. 

The Appellants have misconceived, or at all events mis- 
used, the protection which the law gives to a Trade Mark. 
The object of the law is to preserve for a trader the reputa- 
tion he has made for himself, not to help him in disposing 
that reputation as of itself a marketable commodity, inde- 
pendent of his goodwill, to some other trader. If that were 
allowed, the public would be misled, because they might buy 
something in the belief that it was the make of a man whose 
reputation they knew, whereas it was the make of someone 
else. All this is elementary, and I only state it because a 
long argument was addressed to us in support of the proposi- 
tion that the registration of a Trade Mark implies no rep- 
resentation to the public at all. 

In this case the Appellants parcelled out the right to use 
their Trade Mark as if they had been dealing with a Patent. 
The particulars of the distribution are not important. It is 
enough that they enabled or allowed people, who were not 
registered for it, to use the Trade Mark on a substantial scale 
for their make of a description of goods dealt with habitually 
in the same class of business. I think the appeal should be 
dismissed. 


An example of a case on the question of an improper assign- 
ment is that of Lacteosote Ltd. v. Alberman.”* In this case a French 
manufacturer made a cough mixture in France, to which he applied 
a distinctive trademark, part of which was the name sIRoP FAMEL. 
He registered the trademark in England and sold large quan- 
tities of the mixture both in France and in England. After about 


11. Jbid., at p. 392. 
12. Lacteosote case, supra, footnote 7. 
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17 years the French manufacturer assigned the whole of the 
English business in his cough mixture to the plaintiff, Lacteosote 
Ltd. Lacteosote did not manufacture the cough mixture but 
merely imported the product from France, and about a year later 
Lacteosote registered virtually the same trademark with the de- 
scriptive written matter translated into English. Soon afterwards 
Alberman bought the French manufacturer’s cough mixture in 
France and sold it in England under the French version of the 
trademark. Lacteosote sued Alberman for infringement of its 
trademark, and Alberman pleaded by way of defense that the 
trademark was “invalid” because the assignment was improper and 
the subsequent use under the assignment rendered the trademark 
deceptive. It was held by Clauson J. that the assignment from 
the French manufacturer to Lacteosote was improper because it 
did not assign the whole of the French manufacturer’s business in 
England but only assigned the importing and selling part of the 
business. The assignment did not therefore pass the whole of the 
good will in the business but only a portion of it, leaving the re- 
mainder in the French manufacturer and under the then existing 
doctrine this was regarded as improper.’** The subsequent use 
made by Lacteosote of the trademark was held to be deceptive and 
accordingly the trademark was ordered to be struck off the 
Register. 

In both eases the judgments referred specifically to two basic 
constituents, namely: 


(a) The existence of rights to use the trademark in two 
persons (in the case of the License), and the severance of 
the rights in the good will from the rights in the trademark 
between two persons (in the case of the Assignment). 


(b) The exercise by both persons of their respective 
rights on a substantial scale. 


The Canadian cases on this topic have in fact followed the 
same logical principle and thus for example in Moyer v. Holland" 
the Court held that in order to invalidate a trademark the assign- 
ment must have been acted upon. Similarly, in Peggy Sage Inc. 
v. Siegel Kahn Co. of Canada Ltd.,*°> McLean J. summarized the 
effect of the Bowden Wire decision in the following words: 

13. This particular principle is probably no longer good law in view of the changes 
introduced in the Trade Marks Act, supra, footnote 1, secs. 47 and 48, but at that time 
it was a necessary result of the application of the common law. 


14. [1933] Ex. C.R. 217. 
15. [1935] Ex. C.R. 70; [1935] S.C.R. 539. 
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The principle deducible from the decision of the House of 
Lords, applicable to the controversy here, is, in my opinion, 
that a licensing of a trade mark in gross, as the phrase goes, 
and the use of that mark by an unregistered licencee, on goods 
marufactured and marketed by such licencee as his goods, 
and not those of the registered owner of the mark, vitiates the 
registered mark, in the Bowden case, the first registered mark. 


Again, in Battle Creek, etc. v. Kellogg, etc.,* Ferguson J. A. said: 


I find as a fact that the contract of sale was not intended or 
calculated to, and its (the trade mark’s) use by the Plaintiffs 
in Canada did not deceive or mislead the public as to the 
origin or manufacture of the goods offered for sale by the 
Plaintiffs. . . . There is no evidence that they thereby de- 
ceived their customers or the public... . 


The issue does not appear to have been dealt with directly in 
the more recent English cases, perhaps because the British Trade 
Marks Act has been in force since 1938 and the advantages avail- 
able under its provisions are more familiar and more widely used. 

It is therefore of considerable interest to compare the latest 
pronouncements on this subject by the House of Lords on the one 
hand and the Exchequer Court of Canada on the other, both in 
1959. The Canadian case is that of Siscoe Vermiculite Mines Ltd. 
v. Munn and Steele Inc.,"" the facts of which were that the re- 
spondent, Munn and Steele, was a United States corporation and 
had a Canadian trademark registration micaFit which at some time 
in the past it had licensed to the petitioner, Siscoe Vermiculite. By 
this action the petitioner sought to expunge the registration of the 
respondent from the Trade Mark Register on the grounds, inter 
alia, that the mark had become publici juris by reason of the license 
granted by the respondent to the petitioner. On the question of 
licensing, it was held by Thurlow J. that there had been a licensing 
of the trademark by the respondent to the petitioner and further- 
more that the petitioner had made use of the trademark to a lim- 
ited extent. However, he declined to hold that the trademark had 
thereby become liable to be expunged on the ground that there 
was no evidence before him that the use by the petitioner had 
resulted in public confusion. This case is therefore authority for 


16. 54 O.L.R. 537; [1923] 4 D.L.R. 543 (Ont. C.A.). 
17. (1959), 31 C.P.R. 6; (1959), 18 Fox Pat. C. 160; [1959] Ex. C.R. 455. 
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the proposition that it is the use of the trademark which invalidates 
it and not the mere licensing of it. 

The English case is that of T. Oertli AG. v. E. J. Bowman 
(London) Ltd. et al.,* the facts of which were that the plaintiff 
company manufactured mixers in Sweden and sold them in Great 
Britain under the name turmrx. In 1948 the plaintiff licensed the 
defendants under certain British patents to manufacture the 
mixers in Great Britain and to sell them under the name TuRMrIx, 
which was in fact registered as a trademark in the name of the 
plaintiff company. The defendant carried on under this arrange- 
ment until about 1952 when a dispute arose, shortly after which 
the defendant made certain changes in the mixers and changed 
the name from turmrx to macimrix. The plaintiff sued the defen- 
dant for passing off its mixers as and for those of the plaintiff, 
alleging as part of their case that the name Macrimrx was confusing 
with the name Turmrx. The plaintiff did not attempt to sue for 
infringement of its registered trademark, nor did the defendant 
attempt to invalidate the trademark or prove loss of distinctive- 
ness, by reason of the licensing agreement. It was held by the 
House of Lords that the defendant had not passed off its mixers 
for those of the plaintiff and accordingly the plaintiff lost the 
action. However, in the course of his judgment, Viscount Sim- 
monds commented on the issue of licensing when he made certain 
observations as to the failure of the plaintiff to sue for infringe- 
ment of its registered trademark, and concluded that such failure 
was due to the fact that the trademark had become invalid by 
reason of the license. He then went on to deal at length with the 
issue of passing off, and the question of whether the mark was 
in fact distinctive of the plaintiff’s mixers. It is noteworthy that 
in order to establish a case of passing off it is necessary for a 
plaintiff to prove that the trademark he uses on his goods is in 
fact well-known to the public and is distinctive of his goods, i.e., 
identifies them and sets them apart from similar goods of other 
traders. This is unnecessary in the statutory action for infringe- 
ment of a registered trademark and the statutory remedy is there- 
fore preferable, involving as it does a lower burden of proof. It 
is clear, however, that the licensing of a trademark so that it 
actually loses distinctiveness is equally fatal both to the statutory 
right and to the common law right, since the effect is the same in 
either case. In the light of these considerations it is therefore 


18. [1956] R.P.C. 282; [1959] R.P.C. 1. 
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difficult to understand what persuaded the plaintiff to waive its 
rights under the statute and merely to rely on the common law 
passing off action, though possibly the plaintiff may have had 
further reasons for doubting the validity of its trademark regis- 
tration, quite apart from the issue of licensing. Such problems, 
however, lead to some further difficulties in following the opinions 
of their Lordships. For example, Viscount Simmonds, when deal- 
ing with this issue observed that the trademark registration was 
not relied upon presumably because it had become invalid by 
reason of the licensing. He then examined the evidence offered 
in support of the passing off case, and eventually concluded that 
the plaintiff had failed to prove distinctiveness. However, if 
Viscount Simmonds was right in his presumption that the trade- 
mark registration was invalid for licensing, then a fortiori, the 
passing off action failed since it involved attempting to prove 
distinctiveness affirmatively, and in fact distinctiveness had been 
lost by reason of the licensing of the trademark. From the report 
of the case, however, it is clear that the issue of licensing was not 
raised, and so the question of whether the trademark, registered 
or unregistered, had lost its distinctiveness for this reason was not 
in fact squarely before the Court. The remarks of His Lordship 
on the invalidity of the registered trademark must therefore be 
treated as obiter and as of no authority for the proposition that 
mere licensing of a trademark, without more, results in invalidity. 

In conclusion, therefore, it would seem that the rule is well 
established, at least in Canada, that when an assignment or license 
of a trademark, whether registered or unregistered, has been made, 
which in fact has resulted in public confusion or deception, then 
that trademark loses distinctiveness and becomes unenforceable 
either under the statute or at common law. 

Conversely, where an assignment or a license has been exe- 
cuted, but the trademark has not been used by virtue thereof so as 
to cause confusion or deception then the trademark does not lose 
its distinctiveness, whether in fact the assignment or license was 
one which the law regards as improper or not. 


Part B 
Exceptions to the General Rules—Prior to 1953 


Exhaustive discussions of the various exceptions made by the 
courts to the general rules relating to assignments and licenses of 
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trademarks will be found elsewhere,” and it is not for the writer 
to attempt to improve on them here. Rather, I will merely comment 
on some of the cases to see whether they support the general prin- 
ciple set out under Part A above or whether in fact they are true 
exceptions to it. 

The exceptions are generally said to be found in cases where 
there is an agency relationship, and also where the arrangement 
is between either related or associated companies. 


1. Agency 


In a true case of an agency relationship between say, a manu- 
facturer-owner of a trademark and a retailer, there is no difficulty. 
The retailer may in fact enter into an agency agreement with the 
manufacturer which may include a license of the trademark which, 
by itself, the law would regard as improper. It is well established, 
however, that whether with or without such license the retailer- 
agent has every right to sell the goods of the manufacturer-princi- 
pal, in the normal course of trade, under the manufacturer’s trade- 
mark.”° Such use by the retailer involves no misrepresentation to 
the public since the retailer is neither selling his own goods as 
those of some other person nor is he selling some other person’s 
goods as his own. The existence of a license of the trademark does 
not alter this position. This much is clear. 

It is, however, important to make the distinction between the 
validity of the license and the validity of the trademark. While 
there is no doubt that such use by the retailer-agent does not invali- 
date the trademark, it would seem to follow that if the license is 
itself improper, the retailer-agent acquires no title to the trade- 
mark and no right to enforce the mark himself. 

This exception will therefore be seen to be in accord with the 
basic principle I have examined under Part A. The leading Cana- 
dian case in which it is relied upon, is that of Siegel Kahn v. Peggy 
Sage,” where McLean J., after summarizing the effect of the Bow- 
den Wire case, went on to examine the facts of the case before him. 
Briefly, Peggy Sage Inc., a United States company, had registered 
the trademark PEccy sAGE in the United States and in Canada. 
Peggy Sage Inc. entered into an agreement with N.W. Limited, a 
Canadian company, making it the exclusive manufacturing and sell- 


19. KERLY ON TRADE MARKS, 7th ed.; H. G. Fox, CANADIAN LAW OF TRADE MARKS 
AND UNFAIR COMPETITION, 2nd ed. 

20. Coles (J. H.) Proprietary Ltd. v. Need (1933), 50 R.P.C. 379. 

21. Supra, footnote 15. 
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ing agent in Canada of Peggy Sage Inc., and giving it the right to 
use the trademark preccy saGE on such goods. Siegel Kahn then reg- 
istered the trademark prccy royau in respect of similar goods, and 
later sought to have the trademark pracy sace expunged from the 
Register on the grounds that (a) by the agreement the respondent, 
Peggy Sage Inc., had parted with its rights to such trademark in 
Canada and the same had thereby become vitiated, and (b) that 
dealers and users were led to believe that the goods made and sold 
by N.W. Limited were the goods of Peggy Sage Ine. On these 
facts McLean J. held that N.W. Limited manufactured the goods 
in Canada as agent for Peggy Sage Inc. and applied the trade- 
mark pEGcGy saGE to such goods on its behalf. Accordingly, in Mc- 
Lean J.’s judgment there was no confusion or deception, since the 
public was not led to believe that the goods were any other than 
those of Peggy Sage Ince. 

It is not entirely clear why McLean J. thought that this ar- 
rangement did not give rise to deception and confusion. In fact 
it would seem to be equally confusing whether the public connects 
the goods with the owner of the trademark, or whether it connects 
them with the licensee of the mark, provided a possibility of con- 
fusion does exist by reason of the use of the mark by two different 
people. In fact it would be hard to distinguish this case from that 
of the Bowden Wire case, were it not for this very factor. In the 
Bowden Wire case the two companies were located in the same 
country, Great Britain, and both sold goods in that country under 
the same mark. In Siegel Kahn v. Peggy Sage the two companies 
were located in different countries, namely, Peggy Sage Ine. in the 
United States and N.W. Limited in Canada, and they sold their 
goods in their respective countries. In the result, in the Bowden 
Wire case, the public in Great Britain had similar goods offered 
to them, bearing identical marks and manufactured by two differ- 
ent persons, and were thereby confused. In Siegel Kahn the Cana- 
dian public had the goods of N.W. Limited offered to it exclusively, 
without the possibility of confusing them with the goods of Peggy 
Sage Inc., and were therefore not confused. It would therefore 
seem reasonable to suggest that this case is authority for the 
proposition that even where Company A is licensed by Company B 
to use B’s trademark, and A does so use it, the trademark will not 
lose distinctiveness as long as all the goods available bearing that 
mark in that country in fact emanate from the one company, A. 
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However, it is suggested that the case of agency is nonetheless 
an eminently reasonable exception to make, and should be equally 
applicable to a situation where a principal appoints a number of 
agents to manufacture its goods and sell them under its mark, all 
within the same jurisdiction, provided a true agency relationship 
exists. 

A special case of agency may exist in the case of a patent license 
agreement. It quite frequently occurs that where a company grants 
a license under a patent to another company a term of the license 
agreement is that the licensee will sell the goods it manufactures 
under the patent license under the registered trademark of the 
owner of the patent. This is what in fact occurred in the case of 
A, Manus v. R. J. Fullwood and Bland Ltd.,” the facts of which 
were somewhat similar to the case already mentioned of T. Oertli 
AG. v. Bowman, and were briefly that the plaintiff was a Swedish 
company manufacturing milking machines and it sold its machines 
in Great Britain under the name manus. On the outbreak of hostili- 
ties in September, 1939, it became impossible for the Swedish 
company to continue to export its goods to Great Britain and 
accordingly it sought to make alternative arrangements. Such 
arrangements included the licensing of its importing agent, the 
defendant in this case, to manufacture the milking machines under 
the plaintiff’s British patents, and to sell them in Britain under 
the trademark manus, this last provision of the agreement being 
mandatory on the defendant. The defendant continued to manu- 
facture throughout the period of the war. After the war the 
Swedish manufacturer sought to re-enter the British market with 
its own machine, and therefore terminated the arrangements with 
the defendants. However, the defendants continued to manufacture 
and sell and accordingly the plaintiff brought this action to restrain 
them from selling milking machines under the trademark Manus. 
The defendants resisted this action on the grounds, inter alia, that 
the term in the patent license requiring it to place the name MANUS 
on all milking machines manufactured by it and sold in Great 
Britain in fact amounted to a licensing of the registered trademark, 
which therefore lost distinctiveness and became unenforceable. 
However, the Court did not accept this defense and held that the 
arrangement did not amount to licensing of the trademark so as to 
cause it to lose distinctiveness, but was merely an arrangement 


22. (1948), 65 R.P.C. 329. 
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made by the plaintiff to keep its name before the public during the 
war, when it could no longer do so on its own behalf. This arrange- 
ment will be seen to be in fact very similar to that in the Bowden 
Wire case noted above, and indeed, as Dr. Fox put it: 





It is somewhat difficult to see wherein an obligation to use a 
trade mark, which does not invalidate it, differs from a per- 
mission to use a trade mark, which carries invalidity with it. 


It is suggested, however, that the reason that the trademark was 
not invalid by reason of the licensing in this case is similar to that 
obtaining in the Siegel Kahn case, namely, that there was in fact 
no possibility of confusion in the minds of the general public be- 
cause, at no time, were there two persons using the same mark on 
similar goods in the same country. 


2. Related Companies 


The exception under this heading is by no means so easy to 
support as that under the heading of Agency. It is said that where 
‘ Company A owns a trademark and licenses it to subsidiary or 
Rs related companies, Al, A2, etc., over which it exercises substantial 
control, and such trademark is in fact used, then the license is not 
: | objectionable since the companies are related and therefore are all 


@ one organization. The case in which this proposition was put for- 
a ward is that of Good Humor Corporation of America v. Good 
Ps Humor Food Products Ltd. et al.2* The facts were, briefly, that 
ae the plaintiff, Good Humor Corporation of America, owned many 
“f subsidiary companies in the United States, and it owned the regis- 
ee tered trademark coop Humor in the United States and in Canada. 
a Under a franchise agreement it leased its rights under the trade- 


mark in the United States to its subsidiary companies, which were 
in fact located exclusively in the United States. The company 
did not apparently do business in Canada at all. The defendant, 
Good Humor Food Products Ltd., was a Canadian company and 
subsequently registered the trademark coop HUMoR in Canada 
for a somewhat different classification of goods. The plaintiff sued 
the defendant for infringement of its registered trademark in 
Canada, and the defendant relied, inter alia, on the fact that the 
plaintiff had licensed its trademark to a number of other com- 
panies and that it had therefore lost distinctiveness. It was held 
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by Anger J. that the licensing of the trademark coop HUMoR by 
the plaintiff to its subsidiaries did not affect the validity of the 
mark because the plaintiff and its subsidiaries constituted one 
organization and that in the result the public was not confused. 

It is not clear whether the learned Judge thought that the fact 
that the companies were related to one another in some way de- 
prived them of their independent legal personality, or whether the 
“one organization” had some kind of independent legal personality 
of its own, either of which propositions would appear to offer 
interesting possibilities for research to students of Company Law. 

It is submitted, however, that it was unnecessary to put for- 
ward any such proposition in this case. The Good Humor Corpora- 
tion of America and its subsidiaries traded exclusively in the U.S.A. 
The operation of a franchise agreement of this type in that country 
is the accepted practice and is apparently free from objection under 
U.S. law. No business was ever done in Canada in this manner, 
though the trademark coop HUMOR was apparently registered in 
Canada. It therefore follows that nothing was ever done in Canada 
in the way, either of licensing the trademark, or of using the trade- 
mark under a license, and therefore the trademark would not have 
lost whatever distinctiveness it may have had. 

Further doubt is cast upon this decision by the earlier case in 
the Supreme Court of Canada, of Crean v. Dobbs,” the facts of 
which were, briefly, that the petitioner, Dobbs and Company, was 
a retailer of hats and was a subsidiary company of another U.S. 
corporation which manufactured hats. Dobbs and Company regis- 
tered the trademark posss for hats which were manufactured for 
it by the manufacturing company. The manufacturing company 
also sold hats under the name poss in various other parts of the 
United States, and exported them into Canada through an agent. 
About ten years later the respondent, Robert Crean and Company 
Ltd., a Canadian company, registered the trademark DAN DOBBS 
for hats in Canada and some time later this petition was brought 
by Dobbs and Company to expunge the registration. It was held 
by the Supreme Court of Canada that the prior user of the mark 
popes by the U.S. manufacturing company on hats sold in Canada, 
prevented the respondent, Crean, from registering the trademark 
DAN DosBs for hats, and accordingly its registration was ordered 
to be expunged. However, the Supreme Court of Canada also held 
that the arrangement between Dobbs and Company and its parent 


25. Supra, footnote 7. 
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manufacturing corporation amounted to licensing of its trademark 
which accordingly lost distinctiveness. In particular, it is of inter- 
est that the Supreme Court of Canada held that the use in Canada 
by the parent corporation was not the same as use by the subsidi- 
ary and that the two companies were separate and distinct legal 
entities, in spite of the fact that one was the subsidiary of the other. 

In view of this decision of the Supreme Court of Canada, it is 
submitted that little reliance can in fact be placed upon the Good 
Humor case, and that if it is desired to license a trademark be- 
tween parent and subsidiary companies in Canada this should be 
done in the manner provided for by the statute. 


Part C 
The Trade Marks Act, 1953 


By sections 47, 49 and 50 the Canadian Trade Marks Act of 
1953 has virtually abolished the restrictions on assignments of 
trademarks, and has introduced a form of statutory license by 
means of which the use of a trademark may be licensed to another 
person or persons without becoming invalid, and this part of my 
article will be divided accordingly. 


1. Assignments 


Section 47(1)—A trade mark, whether registered or unregis- 
tered, is transferable, and deemed always to 
have been transferable, either in connection 
with or separately from the good will of the 
business and in respect of either all or some 
of the wares or services in association with 
which it has been used. 


Section 47(2)—Nothing in subsection (1) prevents a trade 
mark from being held not to be distinctive if © 
as a result of a transfer thereof there sub- 
sisted rights in two or more persons to the 
use of confusing trade marks and such rights 
were exercised by such persons. 


There has been as yet no decisions on this section and accord- 
ingly its precise effect is a matter of conjecture. However, the 
writer suggests that as far as the question of the validity of the 
trademark assigned is concerned, it has effected little change in 
the law. Prior to 1953 the trademark was invalid only if the assign- 
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ment had been acted upon. This is in fact what subsection (2) of 
section 47 says. 

As far as the effect of the assignment is concerned, it is clear 
that since 1953 mere failure to assign the good will does not pre- 
vent title from passing to the assignee, a provision that has been 
welcomed as freeing businessmen from the obstructive provisions 
of outmoded rules, and its effect can only be beneficial. 

A comparison with the equivalent provisions in the British 
Trade Marks Act 1938 is instructive. Section 22 of the Trade 
Marks Act 1938 deals exclusively with the form and effect of the 
assignment, and only in subsection (4) is there any reference to 
the effect of the use of the trademark under the assignment, and 
even here the reference is to the “existence of rights in two 
persons” rather than the “exercise of rights by two persons” as in 
the Canadian Act. 


Section 22(1)—Notwithstanding any rule of law or equity to 
the contrary, a registered trade mark shall be, 
and shall be deemed always to have been, 
assignable and transmissible either in connec- 
tion with the goodwill of a business or not. 


Section 22(4)—A trade mark shall not be assignable if, as 
a result of the assignment, there would subsist 
exclusive rights in more than one of the per- 
sons concerned to the use of trade marks 
which would be likely to deceive or cause 
confusion. 


In particular, it is to be observed that section 22 neither re- 
states nor abolishes the common law rule relating to the validity 
of the trademark assigned, which accordingly is still applicable, 
in fact in much the same terms as those of section 47(2) of the 
Canadian Trade Marks Act. 

Other differences between the equivalent Canadian and British 
provisions are also of interest. Thus the Canadian provisions 
apply both to registered and unregistered or “common law” trade- 
marks, whereas the British Act applies only to registered trade- 
marks (except in the special circumstances of subsection (3)), thus 
leaving the situation unchanged as regards the majority of un- 
registered trademarks. The British Act also provides for registra- 
tion of the assignment on the Trade Marks Register after approval 
by the Registrar of Trade Marks (section 22(5)), whereas the 
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Canadian Act contains no effective provision for approval, or 
refusal, by a Registrar beyond the formal requirements of section 
47(3). 

In conclusion, it is submitted that the Canadian provisions as 
to assignments are probably of much greater benefit to the business 
community than the corresponding British provisions, while yet 
retaining safeguards against abuse which are at least as effective 
as those contained in the British Act. 


2. Licensing 


The statutory license was first brought into being by the 
British Trade Marks Act of 1938, and, when the British draftsmen 
sought to relieve the restrictive rules of the common law, one of 
their happier inspirations was to change the name “licensee” to 
“registered user”, and thus remove much of the odium attached to 
this type of transaction in the earlier English cases. The general 
effect of the provisions in the British Act was to enable an owner 
of a trademark to grant a statutory license to use his mark to 
another person without turning over the good will of his business, 
subject to certain safeguards, while leaving untouched the common 
law restrictions on licensing of trademarks where confusion or 
deception actually occurs. The Trade Marks Act 1938 provides: 


Section 28(1)—Subject to the provisions of this section, a 
person other than the proprietor of a trade 
mark may be registered as a registered user 
thereof in respect of all or any of the goods 
in respect of which it is registered (otherwise 
than as a defensive trade mark) and either 
with or without conditions or restrictions. 


Section 28(2)—The permitted use of a trade mark shall be 
deemed to be use by the proprietor thereof, 
and shall be deemed not to be use by a person 
other than the proprietor, for the purposes 
of section twenty-six of this Act and for any 
other purpose for which such use is material 
under this Act or at common law. 


The section also provides for the application for registration 
as a registered user and for the specific requirement that, before 
registering a person as a “registered user” the Registrar shall be 
“satisfied that the use of the trade mark... by the registered 
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user ... would not be contrary to the public interest.” The Act 
further provides that the Registrar shall refuse the application 
where it appears to tend to facilitate trafficking in a trademark 
(subsection (6)). The Act significantly provides that the registra- 
tion may be canceled where the registered user has used the trade- 
mark in such a way as to cause or be likely to cause deception or 
confusion (subsection (8)(c)). 

It will be seen therefore that provided the owner and the regis- 
tered user stay within the section the licensing of the registered 
(though not of an unregistered) trademark is now possible in 
Britain. Any use made by the registered user is deemed to be use 
by the owner and thus everything done by the registered user to 
promote and publicize the trademark operates to benefit the owner, 
and all good will and reputation connected with the trademark vest 
in the owner. However, the Act enables the registered user to pre- 
serve his rights, under the contract between him and the owner, 
against infringement by permitting him to call upon the owner to 
sue infringers and if he defaults for two months, to commence suit 
in his own name, joining the owner as defendant. The effect of 
this provision is not clear. It appears that the section does not 
intend the registered user to acquire rights in the trademark. Yet 
the registered user is permitted to sue as if he had such rights. In 
strict principle his only right would be in contract, against the 
owner of the trademark, and by permitting the registered user to 
sue infringers the Act is enabling him to enforce his contractual 
right against a third party. However, it seems an eminently sound 
and practical provision and avoids some awkward points as to the 
quantum of damages which might be raised were a registered user 
to attempt to sue the owner on the contract under these circum- 


stances. 

Turning now to the Canadian Trade Marks Act, section 49 con- 
tains provisions for a similar type of statutory license. However, it 
is of interest that section 49 contains no provision for the rejection 
of the application by the Registrar if it would facilitate trafficking 
in the trademark. Section 50 of the 1953 Act also deals with the 
question of licensing of trademarks. 


Section 50—The use of a trade mark by a licensee before the 
coming into force of this Act and within one year 
thereafter shall not be held to invalidate such 
trade mark if, 
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(a) the licensing was between related com- 
panies;... 


(Section 50 in fact contains two further subsections.) 


It will be seen that section 50 is stated negatively and refers to 
use of the trademark by the licensee, and not merely to the exis- 
tence of rights, as in the British Trade Marks Act. This difference 
of approach is thus exhibited both by the assignment provisions 
and by the registered user provisions and seems to indicate that 
the British draftsmen were more concerned with the existence of 
rights in a trademark, whereas the Canadian draftsmen were con- 
cerned with what use was actually made of the trademark, and 
this latter approach would seem to have much to commend it. 

In two respects the Canadian provisions are somewhat less 
strict than the British provisions. By section 28(2) of the British 
Trade Marks Act, use by the registered user is “deemed to be use 
by the owner for all purposes”, and is further “deemed not to be 
use by any other person”. By section 49(3) of the Canadian Act, 
“use by the registered user has the same effect as use by the owner 
for all purposes”. 

It is perhaps unfortunate that the Canadian draftsmen chose 
to reword the British section which appears to leave no room for 
doubt at all as to its purport. In fact this difference in wording 
may leave room for argument that in Canada the registered user 
is not entirely precluded from acquiring rights in the trademark 
itself by use quite apart from the contract, whereas the British 
provision clearly excludes this possibility. Furthermore, an appli- 
cation for registration of a registered user in Britain must state 
whether it is to be a sole registered user or whether there may be 
a number of such persons. No such requirement is made in the 
Canadian Act. This factor may be important in assisting the 
Registrar to come to his decision under the public interest provi- 
sions, and if the information is not given he may even be under a 
misunderstanding as to the relationship, at least until a second 
application is made for a second registered user, at which point 
he can, of course, refuse registration.” 

Two further questions arise in connection with registered user 
agreements. A registered user agreement can only be made in 
respect of a registered trademark. A registered trademark is itself 
liable to be expunged from the register for a number of reasons, 


26. <Actomin Products Ltd.’s Application (1953), 70 R.P.C. 201. 
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which may have nothing to do with its distinctiveness in relation to 
goods. What then is the position of an owner of a registered trade- 
mark who grants a registered user to another person and that other 
person then proceeds to use the trademark in the manner provided 
for a considerable period. At some point an infringer appears, and 
the owner sues him for infringement of his registered trademark. 
The infringer succeeds in having the trademark registration ex- 
punged from the register for some technical reason and the owner 
is left to seek his remedy at common law for “passing off”. Is it 
at that point, open to the infringer to say, “The owner has licensed 
his unregistered trademark to another person, and that other 
person has used the trademark, and the unregistered mark there- 
fore lost its distinctiveness.” No answer is offered by either the 
British or the Canadian Act. There is one possible approach, 
however, namely that the Registrar of Trade Marks would never 
consent, under the public interest provisions, to permit a registered 
user arrangement which in fact could result in confusion or decep- 
tion of the public, and therefore, merely because the trademark 
registration is expunged because of some technicality, that by itself 
does not render the use of the mark by the registered user deceptive 
or confusing. Indeed, if such an argument were put forward, there 
is no doubt at all that the defendant would have to prove affirma- 
tively that the public confusion or deception had occurred on a 
substantial scale. 

The second point arises out of section 50(a) of the Canadian 
Act which mentions licensing of a mark between related companies. 
This section merely provides that use of a trademark in exercise 
of such a license before the Act and for one year after the coming 
into force of the Act will not invalidate the mark. The inevitable 
conclusion is, however, that if such use is continued more than one 
year after the Act comes into force then it will be open to the 
Court to declare that it has invalidated the trademark. 

This would appear to offer considerable support to the writer’s 
contention that the purported exception to the common law rule 
against licensing, in the case of related or associated companies, is 
not good law. 

One final word on the registered user provisions, in the Cana- 
dian Act, is that they should be used only with caution. Any 
attempt to set up a registered user arrangement should be made 
only after the whole association has been examined from the view- 
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point of section 49 (10)(c).*” It must always be remembered that 
these provisions do not abrogate the common law, either expressly 
or impliedly, as far as the validity of the trademark itself is con- 
cerned. The traditional common law sanction is always available 
to any trademark litigant, namely, that the trademark in question 
has been so used by virtue of the license, as to create confusion 
or deception in the public. This is the very abuse which the early 
eases were seeking to prevent, namely trafficking in a trademark, 
and there is nothing in the Act to suggest that the Legislature has 
now given its approval to this practice. 











27. Sec. 49(10)(c) (i) provides: 
The registration of a person as a registered user of a trade mark may be cancelled 
. . . by the Exchequer Court of Canada... (where) ... the registered user has used 
fa the trade mark otherwise than by way of the permitted use, or in such a way as to cause, 
fs or be likely to cause, deception or confusion, 
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NOTES FROM OTHER NATIONSt 
By L. L. Gleason* 


Austria 
Trademark Lacking Distinctive Features Unregistrable. 


Although the Austrian Patent Office will not reject an appli- 
cation for registration of a trademark simply because the mark 
is in conflict with one previously registered (leaving it to earlier 
registrant to object if he wishes to do so), the Patent Office will 
refuse to register a mark lacking in distinctiveness. 

The examining division in the Patent Office rejected an In- 
ternational application for a mark consisting of a gray rectan- 
gular figure with five dots in the middle followed by the word 
PLANT, above which appeared the letter “S” in an octagonal frame. 
The rejection was based on the grounds that the word PLANT rep- 
resented a statement of the nature of the goods (medicines, chemi- 
cal products for medical and hygienic purposes, and pharmaceutical 
drugs), that it was descriptive of part of the goods, and that the 
gray rectangular figure and the framed letter “S” had no distine- 
tive character. The mark could be registered only if a strong 
showing of use in Austria could be made. 

The owner of the mark appealed and the Appeal Department 
of the Austrian Patent Office upheld the decision of the Applica- 
tion Department and explained some of the reasons for rejection. 
Indications of nature (of the goods) and non-distinctive words in 
foreign languages can not be registered, any more than the cor- 
responding German words can be registered. This rule includes 
words and newly coined words which are confusingly similar to 
statements or indications of nature (of goods). A single letter of 
the alphabet is considered to be completely lacking in distinctive- 
ness, even if enclosed by a simple geometric figure. In filing an 
appeal the appellant can not do something which he failed to do 
in the earlier proceeding in the Application Department (this evi- 
dently referred to failure to prove use of the mark in Austria in 
the application stage). References to rights to the mark in foreign 
countries are not sufficient. 


(Decision of Appeal Department of Austrian Patent Office, 
March 3, 1960.) 


t 800.4—OTHER STATUTES—FOREIGN LAW. 
* Member of the firm of Marks & Clerk, New York, 
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Unfair Competition 

An automobile dealer who sold Y cars exhibited a new X car 
in his store with a sign reading: “X car not yet used is sold by 
a Y buyer below the list price”. 

An unfair competition action against this dealer was insti- 
tuted by X car interests and the case went to the Supreme Court, 
which found the dealer guilty. The Court stated that an adver- 
tisement offends against good manners or good business practices 
if it alleges that a competitor’s product is inferior and if it depre- 
ciates that product. This is also the case if the advertisement takes 
advantage of or stresses a certain fact from which conclusions 
disadvantageous to the competitor’s product can be drawn, thereby 
creating or strengthening the disadvantageous conclusions of the 
business men and prospective buyers to whom the advertisement is 
addressed. Also, if an unfair competitive action is proven it is 
not necessary to prove the danger of repetition. This can always 
be assumed as being existent amongst competitors if the contrary 
is not proven. 


(Decision of Supreme Court, September 16, 1959.) 


Denmark 


A British company, Williams & Humbert Ltd., sold its sherry 
wine in Denmark through an agent and registered the trademark 
MOLINO for this wine in Denmark in 1938. The wine, of a high 
quality, was shipped to the Danish agent in casks, and the agents 
bottled some of the wine and sold some of it in casks as received 
from London, furnishing labels to his customers to put on their 
bottles. He sold the wine which he bottled at a fixed wholesale 
price and endeavored to have the customers to whom he sold the 
wine in casks adhere to the same price per bottle. 

After selling the MoLINo wine in casks for several years to a 
customer named Paustian, the agent (Andersen) began to suspect 
that Paustian was not following the agreed conditions. The latter 
often asked for supplementary supplies of labels indicating that 
he was reselling more MOLINO wine than he bought from Andersen, 
and he was known to sell it for less than the price fixed by 
Andersen. 

Williams & Humbert Ltd. and Andersen, after warning Paus- 
tian, started an action against him in the Maritime and Commer- 
cial Court to prevent Paustian from continuing to use the trade- 
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mark MOLINO on wine which, although originally genuine MOLINO 
wine, had lost its quality and character through acts of Paustian. 

The Court rendered a decision in favor of the defendant and 
this (in translation) follows: 


“When considering the matter, the Court attaches importance 
to the fact that although it cannot be questioned that the 
Plaintiffs Williams & Humbert have taken effective measures 
to produce a quality product which can command an increased 
price, these measures are not being followed up when the 
sherry, as it actually happens, is delivered to the consumers 
in casks without any further control of the subsequent treat- 
ment of the wine. Under this subsequent treatment there is 
a possibility for a deterioration of the wine, and due to the 
lack of control it is up to the Plaintiffs to bear the risk there- 
for, and in the opinion of the Court there must accordingly 
be a safe basis for misuse before the legal provisions referred 
to by Plaintiffs can be considered violated. 


“With respect to Defendant’s treatment of the wine there is no 
basis for assuming that he has added wine of inferior quality 
to the wine coming from Plaintiffs or the like. If the wine 
has been deteriorated, this must be due to the necessary and 
customary filtration not having been made with sufficient care. 
However, as the matter is put before the Court, and consider- 
ing especially the tests made by the experts appointed by the 
Court, the Court is hesitant to consider it to have been sub- 
stantiated that the wine has lost its character of being MOLINO 
sherry. 


“Judgment in favor of Defendant.” 
(U. of R. 1959 page 412) 


Japan 
New Rules of Practice 

New rules as to extensions of time go into effect in Japan on 
January 1, 1961. For foreign applicants an initial term of three 
months will be available, and a second and final extension of one 
month will be granted if it is applied for before the end of the first 
term. This represents a reduction of one month, as a single exten- 
sion of five months has been allowed in recent years. 

These terms are available for replying to official actions and 
oppositions, filing counterstatement to written arguments, asking 
for trial against rejection of application, filing supplemental argu- 
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ments or evidence after a strictly formal opposition has been filed, 
ete. 

Other important changes were recently made in connection 
with trademark renewals. It is no longer necessary to file a “cer- 
tificate of business” or statement as to use of a mark when apply- 
ing for renewal, and prints of marks are not now required for 
renewal applications. 


Sweden 


Reference is made to notes in the new Swedish trademark law, 
effective January 1, 1961, which appeared on page 1059 of The 
Trademark Reporter, Vol. 50. 

Other new features of the trademark law have been noted, 
namely: 


1. In addition to the usual forms of trademarks a registra- 
tion may be secured for the “characteristic get-up of the goods or 
of their packaging.” 


2. A registration will be subject to the possibility of cancel- 

lation if the mark concerned is likely to deceive or is no longer 

adapted to distinguish the goods of the registrant, or if it has not 

a been used “during the previous five years and the proprietor can 
not show adequate reason for his failure to use the mark.” 


3. Instead of stating directly that a trademark may be as- 
signed apart from the business with which it has been connected, 
the law provides that the Registrar may refuse to record the 
assignment of a registered mark if “the assignment has been made 
apart from the assignment of the business of which the trademark 
forms a part and where its use by the new proprietor is likely to 
deceive the general public.” It will be noted that while it will be 
possible to assign a trademark apart from the business, such 
assignment will not be recordable if in the opinion of the Registrar 
deception of the public will result from the assignment. 


Sp Pat vBe ty Bon Se is 


4. If certain parts of a composite mark are unregistrable per 
se and the Registrar believes that there may be uncertainty re- 
garding the scope of the registration as to those parts, he will 
require an express disclaimer in respect of such parts. If at a later 
date the disclaimed parts become registrable, they may be pro- 
tected by a subsequent registration. 
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5. The registration of collective marks will be governed by a 
separate law known as the Collective Marks Act, effective January 


1, 1961. 


That date is the effective date of still another law, entitled Act 
for the Protection of Coats of Arms and Other Official Emblems. 
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NOTES FROM THE PATENT OFFICE 


By Milton E. Abramson* 


Entertainment Services—Part It 


Applications to register trademarks for entertainment ser- 
vices in the Patent Office have received varied actions and, at 
times, inconsistent treatment since the inception of the Lanham 
Trademark Act.’ Apparently several factors, some of which still 
remain, caused confusion of examiners and attorneys practicing 
before the Patent Office. Consideration of the following by at- 
torneys before filing applications may result in saving of time 
and effort. 

The examination problems concerning entertainment services 
which have arisen include questions of ownership, descriptions of 
services and meeting the commerce requirement of the Lanham 
Act as well as the other problems affecting services generally. 
The channels through which entertainment services are presented 
have changed immensely by the addition and expansion of media. 
Entertainment groups are now often large and complex business 
organizations. These facts and the adoption of big-business 
methods have rendered a good deal of past court decisions con- 
cerning entertainment and names used in connection with enter- 
tainment services obsolete as precedents. 

Questions also arise, at times, because the Lanham Act itself 
seems to make specific reference to entertainment services’? which 
have prompted a few applicants to claim special or preferential 
consideration not afforded to other services. Finally, the many 
persons and firms involved in rendering a continuing program of 
entertainment sometimes provide a challenge in the determination 
of whether the applicant is the proper party to register a mark 
used to identify the entertainment service. 


* Examiner, Trademark Operation, U.S. Patent Office. Member, District of Colum- 
bia Bar. 

t 200.30—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (EX PARTE )—SERVICE 

MARKS, 

1. Lanham Trademark Act of 1946, 60 Stat. 427, 15 U.S.C. 1050, et seq. 

2. Section 45 of the Lanham Trademark Act states in part that “The term ‘service 
mark’. . . includes without limitation the marks, names, symbols, titles, designations, 
slogans, character names, and distinctive features of radio or other advertising used in 
commerce.” Some attorneys have interpreted these words in a manner calculated to 
extend protection to names and terms used in connection with entertainment services 
not available to other services. See attempt to explain the definition of a service mark 
in Section 45 in Ex parte The Procter § Gamble Company, 97 USPQ 78, 43 TMR 747, 
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Ownership of Marks Used in Connection With 
Entertainment Services 


The applications to register marks used in connection with 
entertainment services indicates the existence of a variety of 
ownership situations, some of which are seldom encountered in 
other fields of business. Perhaps, at one time, it would have been 
a safe assumption that a performer or group of performers were 
the owners of the name or title under which they appeared. How- 
ever, with the advent of radio and television, cinema, “big-name” 
orchestras and other “super-colossal” entertainment, a single pro- 
duction often involves the services of several distinct and spe- 
cialized organizations. One should add to these organizations for 
consideration as owners of entertainment service marks,’ the com- 
mercial and industrial firms known otherwise as sponsors and 
financial backers. Though not as evident as those already men- 
tioned, authors, “idea men,” and copyright owners of plays can 
conceivably receive consideration as “owners” who may apply to 
register marks used in connection with entertainment services. 

The allegation in the application, under oath, that the ap- 
plicant is the owner of the mark, is usually accepted. However, 
at times, the recitation of exceptions to the applicant’s right to 
the exclusive use of the mark or the submission of specimens 
showing use and possible control of the mark by others raises 
the question of ownership of the mark by others who appear to 
have at least a color of interest in the mark. When this occurs 
the Examiner must inquire into the apparent interests until he 
is satisfied that the applicant is the proper party to apply for 
registration.* 

It appears that whatever confusion as to ownership does arise 
it begins when a show or program is organized. The writer has 
come across very few situations of confusion as to ownership in 
which the applicant could not prove his right eventually or be 
convinced that he was not the proper party to register the mark. 
When a question of ownership does arise, however, the Examiner 
may require evidence of ownership by the applicant. Often there 
will be a clearly written agreement among the parties. To evidence 
ownership of the mark some applicant’s file a verified copy of the 


3. Entertainment service marks are actually “titles” under which the group offers 
its brand of entertainment. The title performs the same function for an entertainment 
service that a brand name performs for a product. In this article titles used to identify 
entertainment services will be referred to as marks, 

4. Rule 2.61(b), Rules of Practice in Trademark Cases. 
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agreement in the record of the application. Others will file only 
appropriate quoted portions of the agreement. Unless something 
in the agreement requires further clarification the agreement it- 
self is accepted as evidence of ownership. 

Quite often there is nothing available in writing. In these 
situations signed statements alleging ownership can be furnished 
to evidence ownership. However, such statements by an appli- 
eant—even under oath—may not be sufficient to overcome the 
apparent ownership by another evidenced by the specimens. This 
is especially true where the applicant’s statement is merely a 
conclusion and nothing more. Statements by applicants should 
contain sufficient facts from which a conclusion of applicant’s 
ownership can be drawn by the Examiner. A letter signed by 
the party having an apparent interest in the mark stating that 
he has no claim of ownership will also be accepted unless con- 
tradictory circumstances compel a different conclusion. 

It is not possible to set forth a ready rule to determine when 
contradictory circumstances are present. An example or two may 
serve to illustrate such situations which may arise to compel fur- 
ther inquiry by the Examiner. Consider “The John Doe Show” 
put on by the great living comedian, John Doe. Could his tele- 
vision sponsor, The Mush Cereal Company, claim ownership of 
the mark containing his name? In ‘such a situation clarifying 
evidence should certainly be included in the application record. 
Again, consider the woman who performed for a television station 
under the fictitious name KAYTEE ELLEN which was derived from 
the station’s call letters KTLN. It was held that the letters were 
the property of the station and so was the name KAYTEE ELLEN 
which is merely a play on the letters.’ From these illustrations it 
can be seen that contradictory circumstances in each case must 
be resolved on the merits thereof. 

In the event attorneys who prosecute applications to register 
marks used in connection with entertainment services note the 
presence of several persons, firms, corporations and/or even as- 
sociations in the literature and material involved in the papers 
which are about to be filed in the Patent Office, time and effort 
would be saved if the interest in the mark of each named party 


5. Radio Station KTLN, Inc., et al. v. Steffen, 123 USPQ 564, 50 TMR 185, 
Colorado Sup. Ct., 1960. 
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were determined before filing. If this is done a record cluttered 
with explanations and sometimes embarrassing inconsistencies 
may be avoided. 

Many other questions concerning entertainment services have 
arisen during examinations of applications. These involve the 
definition of an entertainment service, how to describe the ser- 
vice for registration purposes, what is an entertainment service 
mark, what specimens are sufficient evidence of use of the enter- 
tainment service mark, and when is an entertainment service ren- 
dered in commerce which may be lawfully regulated by Congress. 
Each of these topics will be discussed in a future article in The 
Trademark Reporter®. 
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PATENT OFFICE 


Trademark Statistics 











Cumulative 
January—November 

Apes Gee ..................-.........- 21,017 21,177 
Registrations issued 

Principal Register .......................- 16,509 16,174 

Supplemental Register ................ 703 715 

1) 17,212 16,889 

I asiahicuiklihtubceiliipielieeliiibainioin 3,677 2,990 

Sec. 12 (c), publications ...................... 432 425 

Sec. 8, affidavits filed ........................... 11,845 11,031 

Sec. 8, cancellations .............-....-.-----+-- 4,681 4,519 

Cancellations, other -..................-..------ 159 191 
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BOOK NOTICE 


TRADEMARK SELECTION 
The Management Team Method 


The legal, marketing, advertising and public relations con- 
siderations in choosing a trademark are discussed by nine experts 
in a new 92-page book, TRADEMARK SELECTION, just pub- 
lished at $2 by The United States Trademark Association, 6 East 
45th Street, New York 17, New York. 

The text appeared originally in the August 1960 issue of The 
Trademark Reporter® (50 TMR 657) under the title “Trademark 
Management—In Action: A Company Conference on the Selec- 
tion of a Trademark”. The book, however, is subject indexed 
and contains a word list of trademarks and trade names. It is 
a companion volume to the Association’s TRADEMARK MAN- 
AGEMENT, still available at $3. 

This new publication is a verbatim account of how two groups 
of management men and consultants used “the management team” 
method in choosing a trademark for a new consumer product for 
a chemical company at the Association’s 1960 annual meeting. 

Management men taking part were William G. Werner, Proc- 
ter and Gamble Company; Benton S. Dodge, Gulf Oil Corpora- 
tion; Alden G. Laufer, Abbott Laboratories and W. G. Reynolds, 
EK. I. du Pont de Nemours & Co. The consultants were Thomas 
W. Clark, Young & Rubicam Inc.; Frank Gianninoto, industrial 
designer; Charlotte C. Klein, Edward Gottlieb & Associates, Ltd., 
and James M. Vicary, Trademark Management Institute, Ine. 
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LIST OF OTHER ARTICLES* 


ARTICLES 


A.LP.P.L. 
A Report on the London Congress—1960. (Trade Marks Patents and Designs 
Federation, Monthiy Report, Part I. December, 1960. Pp. 6) 


Denmark. 
Licensing and Exchange Controls, No. 60-57.t 


Handler, Milton. 
Annual Review of Antitrust Developments. (The Record of the Association of the 
Bar of the City of New York, Vol. 15, No. 7, October, 1960, pp. 362-399.) 


Hong Kong. 
Licensing aud Exchange Controls. No. 60-51.t 


Iran. 
Licensing and Exchange Controls. No. 60-36.t 


Packaging. 
Food Packages as Housewives See Them. A report in three parts on the attitudes, 
opinions, likes and dislikes of a balanced sample of 1,089 homemakers. 
Part I: We’ve Changed, but Too Many Packages Haven’t (Sales Management, 
October 21, 1960, pp. 38-45.) 
Part II: New Packaging That We Want (Sales Management, November 4, 1960, 
pp. 40-44, 46, 48.) 
Part III: The Packages We Like; The Ones We Don’t. (Sales Management, No- 
vember 18, 1960, pp. 38-44, 46.) 
This series is available in booklet form for $1.00 each from: Readers’ Service, 
Sales Management, 630 Third Ave., New York 17, N.Y. 

Wehringer, Cameron K. 
Slogans—Tests as Trademarks. (Journal of the Patent Office Society, Vol. 42, 
No. 11, November, 1960, pp. 781-788.) 








* Copies of these articles are available for reference in the Association’s library. 

t World Trade Information Service, Operations Reports, Part 2 may be ordered 
from Department of Commerce Field Offices or from the Superintendent of Documents, 
U.S. Govt. Printing Off., Washington 25, D.C. (Make remittance payable to the Supt. 
of Documents. ) 
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UNISTRUT CORPORATION et al. v. POWER et al. 
Nos. 5541-2—C. A. 1 — June 30, 1960— 126 USPQ 82 


600.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 
UNISTRUT (Plaintiff) for struts. 
POWER-STRUT (Defendant) for struts. 
STRUT being a generic term, lower court’s finding of no infringement affirmed. 
500.15—COURTS—BASIS OF RELIEF—COLOR MARKS 
750.1.—OWNERSHIP OF TRADEMARK RIGHTS—IN GENERAL 
A party who paints his product green may not complain about use of the same 
color in the same manner by a competitor absent a showing of a substantial possi- 
bility of confusion of source. 


Action by Unistrut Corporation and Charles W. Attwood v. James 
F. Power and Power Products Company, Inc., for unfair competition, 
patent, copyright and trademark infringement, and breach of contract. 
Both parties appeal from District Court for District of Massachusetts 
from judgment for plaintiffs in part and defendants in part. Modified. 
Case below reported at 49 TMR 879. 


Cedric W. Porter, of Boston, Massachusetts (Roscoe O. Bonisteel and 
Bonisteel & Bonisteel, of Ann Arbor, Michigan, and Porter, Chittick 
& Russell, of Boston, Massachusetts, on the brief) for plaintiffs. 

Arthur D. Thomson (Edward R. Bonitz on the brief) of Boston, Massa- 
chusetts, for defendants. 


Before Woopsury, Chief Judge, and HarticgAN and Awpricu, Circuit 
Judges. 


AvpRICcH, Circuit Judge. 

This is a diversity action brought by Unistrut Corporation, herein- 
after called plaintiff, a Michigan corporation, and its principal officer, 
Charles W. Attwood. The defendants are James F. Power, a citizen of 
Massachusetts, hereinafter called defendant, and Power Products Com- 
pany, Inc., his New England distributor. The complaint charges (1) 
unfair competition; (2) infringement of Patent No. 2,345,650, issued to 
Attwood on April 4, 1944, and Attwood Patent No. 2,696,139, issued 
December 7, 1954; (3) trademark infringement of plaintiff’s UNIsTRUT 
trademark by defendant’s trademark POWER-STRUT; (4) copyright in- 
fringement of two of plaintiff’s catalogs; and (5) breach of contract by 
defendant’s continued use of the term unistruT after his distributorship 
had been terminated by the plaintiff. The district court found for the 
plaintiffs with respect to unfair competition, infringement of the ’650 
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patent and of one catalog, and breach of the distributorship contract, 
and for the defendants on the other issues. It entered an injunction, and 
reserved the question of damages. Plaintiffs appeal because of dissatis- 
faction with the scope of the injunction with respect to unfair competi- 
tion, and for failure of the court to find for them on, and thus include 
provisions respecting, the other issues. Defendants have filed a cross- 
appeal as to the 650 patent and the violation of the distributorship agree- 
ment, and also from an order awarding costs and counsel fees to the 
plaintiffs. 

In the late 1930’s the plaintiff developed commercially an adjustable 
framing system consisting of a metal channel, which could be cut to 
desired lengths with a hacksaw, with a continuous open slot for the 
insertion of nuts to which fasteners of various types could be attached. 
This longitudinal slot permitted precise adjustment of the fasteners with- 
out the necessity of boring holes. Low material and erecting costs, and 
extreme versatility, led to extensive commercial success. Plaintiff obtained 
distributors on a national basis, one of whom was defendant. By the 
1950’s plaintiff’s annual sales to defendant alone exceeded $250,000. In 
1954 defendant decided to leave the plaintiff, and go out on his own. 
He persuaded a number of plaintiff’s other distributors to become his 
distributors. His product was highly similar to, and in all respects inter- 
changeable with, the plaintiff’s. The only differences related to the flanges 
or inner edges of the channel, and to the fact that it bore the name 
POWER-STRUT rather than UNISTRUT. However, even as to this last, the 
court found that the defendant took quite inadequate precautions to in- 
dicate that POWER-STRUT came from a different source, and that by trading 
upon the manifest similarities, and his special position as plaintiff’s former 
distributor, the defendant unfairly competed, and obtained, at the least. 
what might be termed a “running start” at plaintiff’s expense. The district 
court expressed the matter simply: the defendant was “dishonest.” 


UNFAIR COMPETITION—INTRODUCTION 


While defendant does not agree with the court’s conclusion, he con- 
cedes that the evidence warranted some finding of unfair competition. 
and it is not he, but the plaintiff, who appeals from the injunction in 
this respect. Plaintiff alleges that the injunction is insufficiently broad. 
and insufficiently specific. On analysis, we find that all that this means 
is that the various activities of the defendant which plaintiff claims to 
constitute unfair competition were not found by the court to be such 
as of the time of the issuance of the injunction, regardless of the extent 
that they may have been a part of, or assisted in furthering such, at an 
earlier date. Although the matter of unfair competition is a separate 
issue from the rest, plaintiff argues that the others are essentially tied 
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into it. Since to a considerable extent we accept this contention, our 
opinion will follow the same course. Accordingly, we will return to this 
matter later. 


PATENT INFRINGEMENT (No. 2,345,650) 


Plaintiff, like defendant, employs a four-sided channel, open, or slotted, 
at the center of what might be termed the top. The metal forming the base 
turns up at right angles to constitute the two sides, each of which turns 
again at right angles, proceeding inward for a short distance, and then 
turns inward again at right angles, continuing down a short distance. The 
finished shape of these final inturned edges, or flanges, is of importance, 
and will be hereinafter considered. Special, rectangular, fastening nuts 
are so designed that they are narrow enough to pass into the channel 
through the continuous slot or opening between the two flanges, but long 
enough, when then turned at right angles, to override them. In order to 
maintain this straddling position, the nut contains two parallel slots 
spaced to receive the flanges. Tightening the hanger bolt, which passes 
through the center of the nut, against the base of the channel will press 
the nut outward against the flanges, locking the bolt in place. Further to 
assist fixation the bottoms of the slots are serrated so that the teeth will 
impress themselves into the edge of the flanges, assuring a permanent 
grip. If it is desired thereafter to move the nut, relaxation of the bolt 
will release the tension and permit longitudinal sliding of the nut, which 
can then be reaffixed in a new position. Erection requires nothing but 
a hacksaw to cut the channels to the desired length, the placing of the 
nuts by hand, and the use of a wrench to take up on the bolts. 

The ’650 patent applied to the channel and original nut. In holding 
that defendant’s product infringed, the district court, after pointing out 
the manifest similarities, stated, 121 USPQ 381, 384, that there had been 
a “great deal of testimony about the shape of the inturned edge of the 
POWER-STRUT [defendant’s] channels [into which the teeth bit]. The ex- 
perts disagreed whether the edge was flat or somewhat rounded * * * 
[I]t is immaterial whether the edge is flat or rounded for I find that the 
departure from the plaintiffs’ design in either case is too superficial to 
avoid infringement.” In order to consider the correctness of this conclu- 
sion, we must examine the original Attwood application. After referring 
to the purposes of the invention and setting forth a general description, 
there followed a detailed description of the drawings. In this the inturned 
edges, or flanges, were described as “beveled to impart a sharpened or 
pointed cross-section thereto, for the purposes which will presently appear.” 
These purposes were to produce a surface which would more readily 
accept the teeth at the bottom of the slots in the nut. “When the nut is 
drawn up tight [the teeth] bite into the pointed extremities of the flanges 
and * * * assist in retaining the nut in position by positively locking it 
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against longitudinal sliding movement, the nut being hardened, or formed 
of harder stock than the strut.” While the specifications referred to these 
beveled or pointed edges as the “preferred form,” no mention was made 
of them in any of the original sixteen claims. All of these claims were 
“rejected on Awbrey in view of Jordahl.” 

Awbrey, Patent No. 1,933,536 was for a single metallic insert, having 
a serrated nut, to attach a bolt to concrete. Jordahl, Patent No. 1,155,243, 
was for a channel of unlimited length for a similar purpose. The com- 
bination of the two was at least arguably close to claims 1-16 of Attwood. 
In any event, Attwood accepted the examiner’s position. Upon this re- 
jection he added claims 17-19. These claims incorporated somewhat, but 
only somewhat, the specifications originally referred to as the preferred 
form, by providing that the edges of the flanges should be “substantially 
beveled.” In support of this as constituting invention, Attwood stated, 
“the beveled or pointed edges of the flanges assist in thus minutely ad- 
justing the distances between adjacent securing elements and * * * will 
serve to more effectively secure the desired ‘bite’ in the flanges.” “These 
new claims point out marked differences between applicant’s arrangements 
and those in the references, particularly with relation to the beveled 
flanges and cooperating ‘bite’ securing members.” Even as thus limited, 
these further claims were rejected. Attwood thereupon amended the 
specifications with respect to the nut. He provided that “the sidewalls 16b 
of the slots 16 are inclined and diverge outwardly and upwardly from the 
bottom of the slots * * *.” At the same time he submitted two more 
claims—20 and 21, which eventually became claims 1 and 2, the sole 
allowed claims of the patent. These, at last, fully incorporated the “pre- 
ferred” specifications, and provided for “longitudinal ribs each beveled 
at the edge portion to a pointed cross-section,” (italics ours) and provided, 
further, that the nuts should have “tapered slots each having inwardly 
converging sidewalls.” It is inescapable that all of these limitations were 
reluctantly, but consciously, adopted for the purpose of obtaining the 
patent and for no other reason. 

In seeking to uphold the finding of infringement by the district court 
plaintiff states in its brief that the defendants “are using rounded or 
beveled edges, and they are using them for exactly the same purpose 
plaintiffs’ beveled edges! * * * the defendants do not use a square edge 
on their inturned portions, like Jordahl * * * or Awbrey! Instead de- 
fendants use a definitely rounded edge, ranging to a * * * radius equal 
to the width of the material.” (Ital. in original). Pausing here, plaintiff 
has decided in its favor a conflict in the evidence which the court, as 
previously pointed out, failed to resolve. Plaintiff makes a further con- 
tention, required by the fact that, as finally limited, its patent uses not 
only the word “beveled” (with which it has gratuitously equated 
“rounded”), but the further word “pointed.” Plaintiff says, “Any point 
on the are of a circle [defendant’s alleged rounded edge] is still a pointed 
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edge because a flat surface, like the teeth at the bottom of the grooves 
touch it only at the point. Defendants have blunted their edge some- 
what—their edge is not beveled quite as much as plaintiffs’—but * * * 
[t]he difference is one merely of degree—as plaintiffs’ sketches above 
show.” (ital. in original). 

The purpose of a beveled and pointed edge, as plaintiff’s file history 
abundantly discloses, is to increase the susceptible bearing surface im- 
pinged by the teeth in the slots or grooves of the nut, the only improve- 
ment that was recognized as invention by the Patent Office. What this 
means, in practical application, is described in plaintiff’s advertising, 
which illustrates and describes the UNISTRUT device as having “pyramided 
edges.” “This pyramid shaped edge has 1/3 more bearing surface than 
ordinary flat-edged channel and flat-surfaced nut.” Since plaintiff charges 
defendant with “difference * * * merely of degree,” we observe that even 
if defendant’s edge had the maximum rounding charged by plaintiff, viz., 
with a “radius equal to the width of the material.” defendant’s resultant 
additional bearing surface over a flat-edged surface, rather than being 
plaintiff’s advertised 1/3, would be less than 1/20.* We have no reason 
not to consider this as a de minimus departure from flatness. 

We cannot accept plaintiff’s description or characterization of defen- 
dant’s device. Nor can we agree with plaintiff’s statement that it is “not 
attempting to expand claims 1 and 2 to leave them identical with an 
abandoned claim.” In contending that defendant’s slightly rounded device 
is beveled and pointed “within the claims of the patent,” and having also 
in mind that this is a two-part patent, and that the slot in defendant’s 
nut is not even suggested to have inclined walls, we find that plaintiff 
is trying to reclaim exactly what, in the course of processing the patent, 
was surrendered. We agree, for the reasons stated above, with the district 
court that it is immaterial whether defendant’s edge was “flat or some- 
what rounded,” but with the reverse connotation. In view of the ex- 
tensive file history, it is impossible to accept the finding of equivalence. 
It follows that Patent No. 2,345,650 is not infringed. 


PATENT INFRINGEMENT (No. 2,696,139) 


The court found Patent No. 2,696,139 (for a new nut) invalid by 
reason of prior publication in a bulletin, and public use within the meaning 
of 35 U.S.C. §102(b). It is possible that we might disagree with the 


* The computation is as follows. Taking the width of the material, or flat end, 
(w), and the equal radius (r) of the arc, to be 1, (w) is the base of a triangle each 
side of which is (r). Since (w) = (r), this is an equilateral triangle. The are segment, 
7f Jr 


, or . Since 








2 
accordingly, would be 60°. Consequently the arc length would be 
3 


3.1 
(r) = (w) = 1, the length of the are = ——— = 1.047, a less-than-5% increase over (w). 
3 
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court’s apparent conclusion that the bulletin language described this nut 
sufficiently to constitute disclosure, standing alone, but we cannot say 
that the court was plainly wrong in its finding of public use. Hence the 
finding of invalidity must stand. Defendant is no longer infringing this 
patent, although it admittedly once did, and therefore the matter is per- 
haps not too important, as it is still open to the court to consider past 
copying in connection with plaintiff’s general claim of passing off. 


TRADEMARK INFRINGEMENT 


The plaintiff has a registered trademark, uNistruT. The defendant, 
whose name is Power, has adopted the name POWER-STRUT. The district 
court found this not to be an infringement. The word “strut” is generic 
as applied to members such as these strips. Nothing makes this clearer 
than the recitals in Attwood’s own application for the ’650 patent. Nor 
was plaintiff the only one that included this word in its trade name. 
While plaintiff states that none of its competitors “find it necessary” to 
use the word “strut,” the record discloses that adjustable framing very 
similar to plaintiff’s is sold under the name PROCTOR-STRUT. It also appears 
that another manufacturer, who used a tubular, rather than an open 
channel, used the name TUBE-STRUT. Even apart from such other use, 
plaintiff's mark may be thought to be essentially weak. We have no dis- 
position to reverse the findings of non-infringement. See Esquire, Inc. v. 
Esquire Slipper Mfg. Co., Inc., 1 Cir., 1957, 243 F.2d 540, 113 USPQ 237 
(47 TMR 821). 


CoPpyRIGHT INFRINGEMENT 


The plaintiff claims infringement of its copyrighted catalog No. 700, 
which violation was fully established. It also claimed infringement of its 
catalog No. 3. This catalog was originally copyrighted in 1942 by proper 
filing in the Copyright Office. The only copy of catalog No. 3 introduced 
at the trial was the 1943 edition, which admittedly contained some, un- 
specified, additions. This edition was clearly shown to have been pirated. 
However, there was no proof that copies of this later edition were deposited 
with the Copyright Office, and there was no proof that the infringed 
material was contained in the 1942 edition. We do not reach the question 
of whether the copyright of the 1942 edition was lost by republication in 
an enlarged uncopyrighted edition. Plaintiff’s case fails for want of proof. 


BREACH OF CONTRACT 


The defendant had a distributorship contract executed in 1952, which 
was terminable on 30-days notice by either party. In 1953 the parties 
executed a new contract which differed in no respect except to limit 
defendant’s right to use the word UNISTRUT in case of termination. De- 
fendant’s defense to a claim of a violation of this new provision is that 
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in view of the 1952 contract, which was never officially terminated, the 
restriction imposed in 1953 was without consideration. Plaintiff replies 
that if defendant had not accepted the new provision, it could have ter- 
minated the 1952 agreement at that time. We agree with the district court 
that under these circumstances defendant’s contention does not merit 
discussion. 


UnFair COMPETITION—CONCLUSION 


We agree with defendant, of course, that the fact the district court 
made the injunction less broad than it might have is not a matter for 
review unless we are satisfied that there was an abuse of discretion. See 
Esquire, Inc. v. Esquire Slipper Mfg. Co., Inc., supra at 545, 113 USPQ 
at 240 (47 TMR at 826). We perceive no abuse. The established unfair 
competition commenced in 1954. Many aspects of it were voluntarily 
discontinued by stipulation entered into in November 1955. The final 
injunction was not issued until December 1958. An injunction looks 
toward the future. Without pausing to discuss the particular terms and 
the alleged short-comings of this one, we merely observe that the court 
could properly have been satisfied that by this date no more relief was 
needed than the amount that was provided. What may constitute wrongful 
passing off at one date may cease to be such if and when it becomes 
apparent that the public has ceased to be deceived. It is true that under 
some circumstances an injunction may cover matters not immediately 
threatened. Cf. Esquire, Inc. v. Esquire Slipper Mfg. Co., Inc., supra, 
(trademark). But here no question of a decision not being res judicata 
will arise, as was feared in Esquire, for damages will be awarded in any 
event. We accept the court’s determination not to include in the injunc- 
tion misconduct which had already terminated. 

The error in plaintiff’s over-broad interpretation of unfair compe- 
tition is illustrated by its contention that defendant should not be allowed 
to paint its product green because the majority of plaintiff’s sales are made 
in that color. Apparently green is a popular color, inasmuch as both 
parties offer others, but with relatively few buyers. But plaintiff can 
have no legal objection to defendant’s use of any particular color in the 
absence of a showing that such use assists in creating, or creates a sub- 
stantial possibility of confusion of source. Instead, plaintiff seems, fun- 
damentally, to be objecting to defendant’s use of the color green simply 
because plaintiff made it popular, or because defendant’s use permits 
it to sell parts more acceptably interchangeable with plaintiff’s, regardless 
of any confusion. 


CouUNSEL FEES 


The judgment of the district court provided that the defendants 
should pay “the costs of this action as determined by the Clerk of the 
U.S. District Court, and a reasonable attorneys’ fee in an amount to be 
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determined by the master on evidence presented in the accounting.” The 
defendants have appealed. There is considrable doubt as to the extent 
that this question is presently before us. Mishawaka Rubber & Woolen 
Mfg. Co. v. 8S. S. Kresge Co., 6 Cir., 1941, 119 F.2d 316, 49 USPQ 419 
(832 TMR 42), rev’d on other grounds, 1942, 316 U.S. 203, 53 USPQ 323 
(32 TMR 254); Cohan v. Richmond, 2 Cir., 1936, 86 F.2d 680, 32 USPQ 
98; but ef. Newton v. Consolidated Gas Co., 1924,.265 U.S. 78, 83. We 
shall merely remark that we question whether the determination of counsel 
fees was a proper matter to send to a master; the more particularly 
without instruction as to what effect was to be given to the fact that on 
certain issues—now increased in number—the plaintiffs were not successful. 
Cf. J. L. Owens Co. v. Twin City Separator Co., 8 Cir., 1909, 168 F. 259, 
270. On the other hand, we do not agree with the defendant that his 
voluntary acceptance of some of plaintiffs demands made any award of 
counsel fees improper. Corcoran v. Columbia Broadcasting System, Inc., 
9 Cir., 1941, 121 F.2d 575, 50 USPQ 277. 

Judgment will be entered vacating the judgment of the District Court 
with respect to infringement of Patent No. 2,345,650, and affirming the 
judgment in all other respects, except as to counsel fees. Costs in this 
court to the defendants, as the substantially prevailing parties. 
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HAROLD F. RITCHIE, INC. v. CHESEBROUGH-POND'S, INC. 
No. 297—C. A. 2— July 29, 1960 — 126 USPQ 310 


500.9—COURTS—APPELLATE PROCEDURE 
Where the question is one of likelihood of confusion, the Court of Appeals is in 
as good a position to judge such likelihood as was the trial court since the decision 
must, of necessity, be based primarily upon a comparison of the marks. 
600.1—CONFUSING SIMILARITY—IN GENERAL 
In determining trademark infringement, the citation of authorities is not helpful 
except to show general patterns, since each case must be judged on its own facts. 
500.46e-—COURTS—BASIS OF RELIEF—TRADEMARK USE—-DATE OF USE 
A trademark owner does not forfeit his rights as first user merely because he 
makes some changes in the appearance of his package. 
500.14—COURTS—BASIS OF RELIEF—COLORABLE IMITATIONS 
The newcomer in a field has a duty so to name and dress his product as to avoid 
all likelihood of consumers confusing it with the product of the first user. 
500.1—COURTS—BASIS OF RELIEF—IN GENERAL 
600.2—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 
Any evidence of conscious imitation of first user’s product is important in deter- 
mining whether the second user’s entrance into the market creates possible confusion. 
500.74a—COURTS—PLEADING AND PRACTICE—EVIDENCE—IN GENERAL 
Objective evidence of conscious imitation, consisting of a catalogue of the simi- 
lar features of the two products, plus subjective evidence of the activities of the 
defendant in selecting its mark, held to demonstrate some intentional imitation. 
Evidence of actual confusion between the two products held to demonstrate con- 
fusing similarity between the two marks. 
400.3—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 
While a side by side comparison of the two products would enable an attentive 
observer to differentiate them, this is not the test which is applied by the courts, 








Action by Harold F. Ritchie, Inc. v. Chesebrough-Pond’s, Inc., for 
unfair competition. Plaintiff appeals from District Court for Southern 
District of New York from judgment dismissing complaint. Reversed; 
Clark, Circuit Judge, dissenting with opinion. 

Case below reported at 50 TMR 80. 


Townley, Updike, Carter & Rodgers (Stuart N. Updike and Walter E. 
Shuttleworth of counsel) of New York, N.Y., for appellant. 

White & Case (Thomas Kiernan, James A. Smyth, Edmund Dill Scotti, 
and Ernest A. Fintel of counsel) of New York, N.Y., for appellee. 


Before Swan, CLARK, and FRIENDLY, Circuit Judges. 


Swan, Circuit Judge. 

On June 25, 1957 Harold F. Ritchie, Inc., a New Jersey corporation 
and owner of the registered trademark BRYLCREEM, brought suit against 
Chesebrough-Pond’s, Inc., a New York corporation, charging trademark 
infringement and unfair competition by appellee’s use of the trademark 
VALCREAM. The complaint sought injunctive relief pursuant to 15 U.S.C.A. 
§ 1116, and an accounting of profits, treble damages and costs pursuant 
to 15 U.S.C.A. § 1117. Federal jurisdiction was based on the Lanham Act, 
15 U.S.C.A. §§ 1114, 1121, with pendent jurisdiction of the claim of unfair 













1208 THE TRADEMARK REPORTER Vol. 50 TMR 





competition, 28 U.S.C.A. § 1338(b), and also on diverse citizenship, 28 
U.S.C.A. § 1332. The trademarks, BRYLCREEM and VALCREAM, were employed 
to designate cream hairdressing for men which is marketed in collapsible 
metal tubes packaged in paperboard cartons.’ The case was tried before 
Chief Judge Ryan without a jury. Pursuant to his opinion of September 
14, 1959, reported in 176 F.Supp 429, 123 USPQ 322, judgment was 
entered dismissing appellant’s action. The court found no such similarity 
between VALCREAM and BRYLCREEM as to cause likelihood of confusion to 
purchasers, and concluded that appellant had not sustained the burden 
of proving either trademark infringement or unfair competition. Timely 
notice of appeal was duly filed. 

The appeal asserts that the trial court erred (1) in failing to give 
recognition to the legal principles applicable to a second comer in the 
field of competition, (2) in failing to find as a fact that the appellee in- 
tentionally imitated plaintiff’s trademark, (3) in the treatment accorded 
the evidence of actual confusion, and (4) in dismissing the claim of unfair 
competition. 

By way of introduction to its argument appellant contends that this 
court is in as good a position as the trial judge to determine likelihood 
of confusion. This same contention was advanced in our recent decision 
in J. R. Wood & Sons v. Reese Jewelry Corp., May 5, 1960, 125 USPQ 
367, 368 (50 TMR 583). There a finding of infringement was reversed, 
this court saying: “The decision as to infringement must, of necessity, 
be based primarily upon a comparison of the marks. In the absence of 
other determinative evidence, a question of law or at best a mixed ques- 
tion of law and fact is presented as to which appellate review is not 
foreclosed.” Where an appellant’s argument is predicated upon the simi- 
larity of the trademarks themselves, this court has held that “* * * we 
are in as good a position as the trial judge to determine the probability 
of confusion.” Miles Shoes, Inc. v. R. H. Macy & Co., Inc., 2 Cir. 199 
F.2d 602, 95 USPQ 170 (42 TMR 911); Eastern Wine Corp. v. Winslow- 
Warren, Ltd., 2 Cir., 137 F.2d 955, 960, 57 USPQ 433, 437 (33 TMR 302) ; 
cert. denied 320 U.S. 758, 59 USPQ 495. 

There is no dispute that appellant had a valid registered trademark; 
the only issue is whether appellee’s conduct infringed the trademark or 
constituted unfair competition. Each case alleging trademark infringe- 
ment must be judged on its own facts, and citation of authorities is not 
very helpful, except insofar as they show the general pattern. LaTouraine 
Coffee Co., Inc. v. Lorraine Coffee Co., Inc., 2 Cir., 157 F.2d 115, 117, 
70 USPQ 429, 432 (36 TMR 271), cert. denied 329 U.S. 771, 71 USPQ 


1. Appellant’s trademark was registered on November 3, 1942, as No. 398,474. 
Appellant also owns a New York State Registration of the trademark BRYLCREEM. Ap- 
pellee applied to the Patent Office for registration of the trademark VALCREAM. Appellant 
opposed registration and, after correspondence between the parties, brought the present 
suit, in consequence of which the Patent Office proceeding has not been decided, 








Vol. 50 TMR _ RITCHIE v. CHESEBROUGH-POND’S 1209 

















328. Q-Tips, Inc. v. Johnson & Johnson, 3 Cir. 206 F.2d 144, 147, 98 
USPQ 86, 89 (44 TMR 39). 

Beginning in 1942 appellant, and its predecessors in title, have sold 
the BRYLCREEM product in the United States and Canada, and in recent 
years appellant has been an acknowledged leader in the sale of men’s 
cream style hairdressing packaged in tubes contained in paperboard car- 
tons. Appellant has spent very large sums in advertising; its share of 
the United States market has increased from 2.6% in 1953 to 11.9% in 
1958. In 1914 appellee began selling in bottles VASELINE HAIR TONIC, a clear 
liquid, and much later, in 1947, VASELINE CREAM HAIR TONIC, a milky white 
liquid. In 1955 appellee decided to manufacture and sell on the United 
States market a men’s cream style hairdressing in tubes. This decision was 
due to the increasing popularity of this type of product and was made after 
a thorough study of this new market created by BRYLCREEM. When ap- 
pellee entered that market with test sales in August 1956, and nationally 
by April 1957, it was obviously a second comer to appellant.* 

In this circuit and others, numerous decisions have recognized that the 
second comer has a duty to so name and dress his product as to avoid all 
likelihood of consumers confusing it with the product of the first comer.’ 
This principle is well illustrated by G. D. Searle & Co. v. Chas. Pfizer & 
Co., Inc., 7 Cir., 265 F.2d 385, 121 USPQ 74 (49 TMR 832), cert. den. 
361 U.S. 819, 123 USPQ 590, which held the trademark DRAMAMINE was 
infringed by BONAMINE, each designating a remedy for motion sickness. 
At page 387, 121 USPQ at 75 (49 TMR at 834), quoting verbatim from 
an earlier decision of the Seventh Circuit, the court said: 

























“One entering a field of endeavor already occupied by another 
should, in the selection of a trade name or trademark, keep far enough 
away to avoid all possible confusion.” 






It is permissible in the American competitive economy for the second 
comer to endeavor to capture as much of the first comer’s market as he 
can. He must do this, however, by giving his product a name and dress 





2. Appellee advances the extraordinary contention, unsupported by any citation of 
authority, that because appellant, in January 1959, changed somewhat the color arrange- 
ment and appearance of the BRYLCREEM tubes and cartons it was using when the suit 
was commenced in June 1957, appellant thereby “became the late or second comer” and 
“abandoned its claim for unfair competition based on alleged similarity of the parties’ 

‘ cartons and tubes when this action started.” Appellant’s answer to this contention is 
; obviously correct, namely, that the only effect, if any, which appellant’s voluntary change 
in the «.ppearance of its packaging can have, relates to the damages recoverable after 
such change, and has no bearing on the question of trademark infringement or unfair 
competition prior to such change. 

3. 15 U.S.C.A. §1114(1) imposes liability for use of a colorable imitation of any 
registered mark if such use “is likely to cause confusion or mistake or to deceive pur- 
chasers as to the source of origin of such goods * * *.” See J. k. Wood § Sons, Ine. v. 
Reese Jewelry Corp., 2 Cir., May 5, 1960, 125 USPQ 367 (50 TMR 583) ; Florence Mfg. 
Co. v. J. C. Dowd §& Co., 2 Cir., 178 F. 73, 75; American Chicle Co. v. Topps Chewing 
Gum, Inc., 2 Cir., 208 F.2d 560, 563, 99 USPQ 362, 364-365 (44 TMR 414); Q-Tips, 
Inc. vy. Johnson & Johnson, 3 Cir., 206 F.2d 144, 147, 98 USPQ 86, 89 (44 TMR 39); 
Northam Warren Corp. v. Universal Cosmetic Co., 7 Cir., 18 F.2d 774, 775 (17 TMR 203). 
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descriptive and fanciful in its own right and selling it on its own merit, 
not by confusing the public into mistakenly purchasing his product for 
his competitor’s. The second comer must create a reputation of its own 
and not trade on the good will of another product already established 
at considerable cost and risk. 

In this regard the law today is much the same as it was fifty years 
ago, when this court said in Florence Mfg. Co. v. J. C. Dowd & Co., 
2 Cir., 178 F. 73, 75: 


“Tt is so easy for the honest business man, who wishes to sell his goods 
upon their merits, to select from the entire material universe, which 
is before him, symbols, marks and coverings which by no possibility 
can cause confusion between his goods and those of his competitors, 
that the courts look with suspicion upon one who, in dressing his 
goods for the market, approaches so near to his successful rival that 
the public may fail to distinguish between them.” 


Important in determining whether the second comer’s entrance into 
the market creates possible confusion, is any evidence of conscious imi- 
tation of the first comer’s product.* It has often been recognized that 
“One of the elements to be considered in deciding whether there is con- 
fusing similarity is the intent of the actor who adopts the designation.” ® 
Appellant contends that the trial court erred in not finding conscious 
imitation of plaintiff’s trademark by defendant’s selection of its mark 
VALCREAM. In support of its contention appellant argues (1) that the 
cumulative absence of differentiation is objective evidence of conscious 
imitation, and (2) that the evidence concerning appellee’s choice of name 
and its copying of non-functional aspects of appellant’s product show 
actual subjective intent to imitate. The trial court in a single sentence 
rejected this contention saying, “the alleged evidence of conscious imi- 
tation is nothing more than advertising jargon and the use of practices 
which are common, in the business world in general, and in this highly 
competitive field in particular. We do not think that evidence which 
shows a cumulative absence of differentiation should be disposed of so 
summarily. 

Appellant points out that the two products are identical in the size 
and shape of the tubes and cartons, the prices identical,® the colors similar, 





4. BRYLCREEM had not acquired such a generic meaning in the public eye as to 
necessitate imitation of its name by a newcomer in the field. This is evidenced by the 
success of other products in the field, e.g. WILDROOT, TOP BRASS, CREW CUT and COMMAND, 

5. Quoted from Q-Tips, Inc. v. Johnson § Johnson, 3 Cir., 206 F.2d 144, 147, 98 
USPQ 86, 88 (44 TMR 39) (Q-TIps held infringed by cortron TIPS). See also G. D. 
Searle § Co. v. Chas. Pfizer § Co., Inc., 7 Cir., 265 F.2d 385, 389, 121 USPQ 74, 77 
(49 TMR 832), cert. denied 361 U.S. 819, 123 USPQ 590 (DRAMAMINE held infringed by 
BONAMINE) ; Western Oil Refining Co. v. Jones, 6 Cir., 27 F.2d 205, 206 (18 TMR 432) 
(SILVER FLASH held infringed by SUPER-FLASH). 

6. BRYLCREEM was the only competitor marketed at retail at 39¢ and 59¢, respec- 
tively, when defendant picked the exact prices for which BRYLCREEM was selling, 39¢ and 


59¢, respectively. 








¢ 
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the orifice identical in size, and the advertising on the tubes and packages 
substantially the same. Moreover the contents of the tubes are indistin- 
guishable. They look, feel and smell the same; and their ingredients are 
concededly virtually identical. As to each of these items appellant admits 
it had no monopoly, but it contends, and we agree, that the multiplicity 
of the similarities is objective evidence of defendant’s conscious imitation 
of plaintiff’s product. 

Even of more significance than the so-called “objective” evidence of 
intent is the “subjective” evidence of which the proof was largely docu- 
mentary. Having decided to market a cream style hairdressing in tubes, 
defendant asked an advertising agency to suggest names for this hair- 
dressing “of the BRYLCREEM Type,” emphasizing that need for a name 
was of “top priority.” Exh. 65. The agency responded with a list of 25 
names for “BRYL CREAM Type.” Exh. 58. From this list the appellee picked 
VALCREEM, one of the two names on the list which most closely approxi- 
mated appellant’s trademark.’ Other exhibits (66, 67, 68, 69 and 70) show 
that up to January 5, 1956, defendant intended to use the suffix “creem.” 
Why or when the determination was made to change “creem” to “cream” 
can only be surmised. A memorandum in November 1955 from appellee’s 
file reveals that the successful market “pioneering” by BRYLCREEM was a 
compelling reason for appellee’s choice of the name VALCREAM. Exh. 94. 
The similarities between the original BRYLCREEM tube and the VALCREAM 
tube are accounted for by the fact that when the artist was summoned 
to design the VALCREAM tube, there was a tube of BRYLCREEM on the desk 
in front of him. Joint Appendix 125. When it came to devising the in- 
structions for use and the statement of ingredients on the outside of 
defendant’s carton, the advertising agency was sent a carton of BRYLCREEM 
as an aid in composing a “like panel on VALCREAM.” Exh. 87. Even the 
color of the cap was made red, conforming with BRYLCREEM, when the 
question arose whether to make it read or white. Exh. 78. Before mar- 
keting VALCREAM appellee ran a series of “blind product tests” by which 
it was learned that “34% * * * saw no difference between BRYLCREEM 
and VALCREAM * * *. While the sample was too small to be definitive in 
preferences this close, it would appear, at most, that any superiority of 
BRYLCREEM would probably be no more than 1% point over VALCREAM, 
if any.” Exh. 86; see exhs. 89 and 90. In making such tests, defendant 
consumed five hundred and fifty 134 ounce tubes of BRYLCREEM. Exh. 80. 

In our opinion the above evidence of intentional imitation was not 
given adequate consideration by the court below. Doubtless the trial court’s 
summary rejection of this evidence was due to the court’s finding of no 


7. The other name on the list which along with VALCREEM most closely approximated 
appellant’s trademark was PALCREEM. 
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confusing similarity between the two trademarks standing alone. We 
think the District Court should have considered the names of the two 
products in conjunction with the similarity of the presentation of the 
products with respect to their design and general appearance, containers, 
tubes, price, size, perfume, and other non-functional aspects. In My-T-Fine 
Corp. v. Samuels, 2 Cir., 69 F.2d 76, 77, 21 USPQ 94, 95 (24 TMR 141, 
144), Judge Learned Hand said: 


“* * * - a latecomer who deliberately copies the dress of his 
competitors already in the field, must at least prove that his effort 
has been futile. Prima facie the court will treat his opinion so dis- 
closed as expert and will not assume that it was erroneous [citing 
cases]. He may indeed succeed in showing that it was; that, how- 
ever bad his purpose, it will fail in execution; if he does, he will win. 
Kann v. Diamond Steel Co., 89 F. 706, 713 (C.C.A. 8). But such an: 
intent raises a presumption that customers will be deceived.” ® 


Admittedly there is nothing to prevent a second comer from making 
and selling the identical product of the first comer, providing the second 
comer so names and dresses its product as to avoid all likely confusion.’® 
Clearly this test has not been met. This is true not only because of the 
conscious imitation referred to above, but also because as a result of 
the similarity of name and dress, actual confusion did occur. 








8. Much significance was attached by the District Court to the fact that the second 
syllable was descriptive or generic. Even assuming arguendo the premise as to the 
dissimilarity of the prefixes standing by themselves, dissimilar prefixes combined with 
gener.c or descriptive suffixes have often been found to infringe. Q-Tips, Inc. v. Johnson 
gy Johnson, 3 Cir., 206 F.2d 144, 98 USPQ 86 (44 TMR 39) (coTTon held to infringe 
Q when both combined with Tips); Western Oil Refining Co. v. Jones, 6 Cir., 27 F.2d 
205 (18 TMR 432) (SILVER held to infringe SUPER when both combined with FLASH) ; 
Florence Mfg. Co. v. J. C. Dowd § Co., 2 Cir., 178 F. 73 (sta held to infringe KEEP 
when both combined with CLEAN). See discussion in G. D. Searle g¢ Co. v. Chas. Pfizer 
§ Co., Inc., 7 Cir., 265 F.2d 385, 388-389, 121 USPQ 74, 77 (49 TMR 832), cert. denied 
361 U.S. 819, 123 USPQ 590. The language in G. D. Searle at page 387, 121 USPQ at 
76 (49 TMR at 835), is almost identically applicable to the present case: “DRAMAMINE 
and BONAMINE contain the same number of syilables; they have the same stress pattern, 
with primary accent on the first syllable and secondary accent on the third; the last 
two syllables of DRAMAMINE and BONAMINE are identical. The initial sounds of DRAMA- 
MINE and BONAMINE (‘d’ and ‘b’) are both what are known as ‘voiced plosives’ and are 
acoustically similar * * *. The only dissimilar sound in the two trademarks is the ‘r’ 
in DRAMAMINE. Slight differences in the sound of similar trademarks will not protect 
the infringer.” 

9. For other Second Circuit cases to the same effect, see Best g Co. v. Miller, 167 
F.2d 374, 377, 77 USPQ 133, 135-136 (38 TMR 543), cert. denied 335 U.S. 818, 79 
USPQ 453 (dictum); Miles Shoes, Inc. v. Rk. H. Macy § Co., Inc., 199 F.2d 602, 603, 
95 USPQ 170, 171 (42 TMR 911); American Chicle Co. v. Topps Chewing Gum, Inc., 
208 F.2d 560, 562, 99 USPQ 362, 364 (44 TMR 414); Mastercrafters C. § R. Co. v. 
Vacheron §& Const. Le C. W., 221 F.2d 464, 467, 105 USPQ 160, 162 (45 TMR 702), 
cert. denied 350 U.S. 832, 107 USPQ 362. 

10. See Upjohn Co. v. Schwartz, 2 Cir., 246 F.2d 254, 256, 114 USPQ 53, 55 (47 
TMR 1230), where this court said: “The defendant could put up his drug preparations, 
using the same formula and even the same size and color for his capsules and tablets, 
if he took adequate precautions to prevent the substitution of his products for plaintiff’s, 
a result that was likely to happen due to the close similarity of the two products, and 
if he did not resort to any deceitful practices.” See also footnote 3 and related text. 
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The Gil Hodges television broadcast provided one source of evidence 
of confusion which is briefly summarized in the District Court opinion.” 
Appellee made an offer by television in certain west coast cities to refund 
purchasers of the 59¢ size of VALCREAM with a check for that sum signed 
by the baseball player Gil Hodges. This evidence included thirteen in- 
stances in which BRYLCREEM cartons were mailed to appellant in response 
to appellee’s television commercial.’? Appellee also received at least ten, 
and probably more BRYLCREEM cartons in response to its offer. There was 
no evidence of the receipt of cartons of any other competing hairdressing. 
Another source of evidence was the testimony of the department manager 
in charge of cosmetics in the Katz Drug Store in Des Moines, Iowa, and 
the depositions of two employees of Katz Drug Store in Kansas City, 
Missouri.** Two additional instances of confusion were also proved. The 
Oklahoma Drug Sales Company of Lawton, Oklahoma, mistakenly in- 
voiced appellant for VALCREAM advertising in a local paper; and Dakota 
Drug, Ine., of Minot, North Dakota, sent appellant a letter relating to 
a price reduction offer made by appellee for vALCREAM.’* Even Standard & 
Poor’s somehow transposed the two names and attributed the product 
BRYLCREEM to the appellee corporation.*® 


The court brushed aside this evidence with the statement: “The 
evidence of actual confusion introduced at the trial was hardly over- 
whelming. Most of the deposition and oral testimony, as we have observed, 
showed not confusion but carelessness and inattention on the part of the 
purchaser.” In our opinion this statement by the trial judge is not a 
finding of fact based on testimony but is merely a characterization of 
the testimony embodying the judge’s view as to what “confusion” is. In 
denying significance to the evidence of actual confusion we think the court 
erred. Confusion on the part of the careless or inattentive purchaser may 
not be disregarded. As this court said in American Chicle Co. v. Topps 
Chewing Gum, Inc., 2 Cir., 208 F.2d 560, 563, 99 USPQ 362, 365 (44 TMR 
414, 418); 


“«“* * * the first comer’s careless customers are as valuable to him 
as any others; and their carelessness can hardly be charged to him. 
Why they should be deemed more legitimate games for a poacher 
than his careful buyers, it is hard to see, unless it be on the ground 
that he should have made his mark so conspicuous that it would serve 
to hold even the most heedless. Surely that is an inadequate defense. 


We are not committed to [that] doctrine in this circuit.” 





11. 176 F.Supp. 429, at page 431, 123 USPQ 322, 323 (50 TMR 80). 

12. Letters accompanying these cartons are set forth in Exh. 43. 

13. Exh. 36. Appellee contended that this evidence was inadmissible hearsay. Such 
testimony, however, falls into the category of exceptions to the hearsay rule which 
exempts statements as to mental condition. 6 Wigmore § 1714. 

14. Exhs. 32 and 33. 

15. Exh. 34. The author of the article testified that this was merely a careless 
mistake in transposing the names. 
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Actual confusion or deception of purchasers is not essential to a finding 
of trademark infringement or unfair competition,’* it being recognized 
that “reliable evidence of actual instances of confusion is practically almost 
impossible to secure.” ?7 But where such proof has been adduced, weight 
should be given it.1* Here the evidence is impressive in view of its spon- 
taneous character and difficulty of attainment. 

Moreover, it is difficult to understand on what basis the court found 
that customers who were confused were careless or inattentive. None of 
such customers was produced as a witness at the trial. While a side by 
side comparison of the trademarks, tubes and cartons would enable an 
attentive observer to differentiate them, this is not the test to be applied.’® 
It is the general overall impression which counts; we find no body of 
opinion in this circuit or elsewhere, to the contrary. 

Since we find infringement of the BRYLCREEM trademark, it is unnec- 
essary to consider the allegation of unfair competition, which is governed 
essentially by the same principles already discussed. 

For the foregoing reasons we believe the trial court erred in dismissing 
the action. Accordingly, the judgment is reversed and the case remanded 
for further proceedings not inconsistent with this opinion. 

It is so ordered. 


CLARK, Circuit Judge (dissenting). 

In recent series of carefully formulated and reasoned opinions this 
court has declined to extend the trademark monopoly to prohibit the 
competitive use of well-known and ordinary English words. J. R. Wood 
& Sons v. Reese Jewelry Corp., 2 Cir., May 5, 1960, 125 USPQ 367 (50 
TMR 583); Avon Shoe Co. v. David Crystal, Inc., 2 Cir., June 13, 1960, 
125 USPQ 607; Speedry Products, Inc. v. Dri Mark Products, Inc., 2 Cir., 
271 F.2d 646, 123 USPQ 368 (50 TMR 343); Dawn Donut Co. v. Hart’s 
Food Stores, 2 Cir., 267 F.2d 358, 121 USPQ 430 (49 TMR 631) ; Kitchens 
of Sara Lee, Inc. v. Nifty Foods Corp., 2 Cir., 266 F.2d 541, 121 USPQ 
359 (49 TMR 878); Warner Bros. Co. v. Jantzen, Inc., 2 Cir., 249 F.2d 
353, 115 USPQ 258 (48 TMR 337) ; and see also Norwich Pharmacal Co. v. 
Sterling Drug, Inc., 2 Cir., 271 F.2d 569, 128 USPQ 372 (50 TMR 349), 


16. Mastercrafters C. & R. Co. v. Vacheron §& Const.-Le C. W., 2 Cir., 221 F.2d 
464, 466, 105 USPQ 160, 162 (45 TMR 702), cert. den. 350 U.S. 832, 107 USPQ 362; 
G. D. Searle § Co. Vv. Chas. Pfizer § Co., 7 Cir., 231 F.2d 316, 317, 109 USPQ 6, 7 (46 
TMR 586). 

17. Miles Shoes, Inc. v. R. H. Macy § Co., Inc., 2 Cir., 199 F.2d 602, 603, 95 
USPQ 170, 171 (42 TMR 911). 

18. N. K. Fairbank Co. v. Rk. W. Bell Mfg. Co., 2 Cir., 77 F. 869, 877; Esso, Inc. 
v. Standard Oil Co., 8 Cir., 98 F.2d 1, 5, 38 USPQ 295, 299 (28 TMR 386). 

19. Coca-Cola Co. v. Chero-Cola Co., D.C. Cir., 273 F. 755 (11 TMR 252); G. D. 
Searle § Co. v. Chas. Pfizer § Co., Inc., 7 Cir., 265 F.2d 385, 121 USPQ 74 (49 TMR 
832), cert. den. 361 U.S. 819, 123 USPQ 590. This is especially true where inexpensive 
products are involved, since the normal buyer does not exercise as much caution in 
buying an inexpensive article as he would for a more expensive one, making confusion 
more likely. L. J. Mueller Furnace Co. vy. United Conditioning Corp., CCPA, 222 F.2d 
755, 106 USPQ 112 (45 TMR 1223). 
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certiorari denied 362 U.S. 919, 124 USPQ 535, and the classic earlier 
eases of Eastern Wine Corp. v. Winslow-Warren, Ltd., 2 Cir., 137 F.2d 
955, 57 USPQ 433 (33 TMR 302), certiorari denied 320 U.S. 758, 59 
USPQ 495, and G@. B. Kent & Sons, Ltd. v. P. Lorillard Co., D.C.S.D.N.Y.., 
114 F.Supp. 621, 98 USPQ 404 (44 TMR 153), affirmed 2 Cir., 210 F.2d 
953, 101 USPQ 161 (44 TMR 676). My brothers avoid this body of recent 
opinion by the convenient device of ignoring it. But so many and so 
close are the precedents as necessarily to suggest that Chief Judge Ryan 
was on strong grounds in denying relief below in his very fully analyzed 
opinion, D.C.8.D.N.Y., 176 F.Supp. 429, 123 USPQ 322 (50 TMR 80), and 
that reversal comes because of the differing composition of the sitting panel. 

Now I recognize the exigencies of decision to find actionable similarity 
or its absence in trade name cases where the final test, after all, must 
usually be the trier’s subjective reaction to the looks of the competing 
names on inspection. So it is but natural that the precedents may seem 
diverse or inconsistent; perhaps judicial uncertainty here is not wholly 
without its value as a stimulus or goad to the “American Way” of free 
competition. And for myself, I certainly do not claim any special degree 
of consistency, which is so impossible of attainment here. But I do suggest 
that there are certain desirable ground rules which ought to limit somewhat 
the area of doubt where applicable. Perhaps the most important presently 
in issue is the admonition against discovering actionable similarity only 
through the use of a word already in the public domain. Here quite 
obviously the prefix “Val” is wholly unlike the combination of harsh 
consonants “Bryl”; only when we add the simple word “cream” (or even 
more strangely, plaintiff’s corrupted form “creem’’) is there a semblance 
of infringement. This is to make a plus, a unique plus, of infringement 
from two zeros of noninfringement; for separately the two parts of the 
words cannot justify action. For this bases the monopoly upon a common 
and highly useful word whose use is not properly to be limited to such 
exclusive exploitation. 

The principle is aptly illustrated by our recent case essentially on all 
fours with the one here, J. R. Wood & Sons v. Reese Jewelry Corp., supra, 
2 Cir., May 5, 1960, 125 USPQ 367, 368 (50 TMR 583). There in holding 
that the trademark ARTCARVED for wedding and engagement rings was not 
infringed by the defendant’s mark art ® crEsT, Judge Moore pointed out 
that both marks used as a first syllable a word in common use, i.e., “art.” 
He continued: “Trademarks containing a word in the public domain are 
said to be less ‘confusingly similar if they resemble each other only by 
the inclusion of a word which is in the public domain.’ [Citing Goldring, 
Inc. v. Town-Moore, Inc., C.C.P.A., 228 F.2d 254, 255, 108 USPQ 234, 
235 (46 TMR 344), and other cases.] * * * To grant the appellee the 
protection sought would bestow upon it a virtual monopoly of any word 
commencing with ‘art.’” Citing Warner Bros. Co. v. Jantzen, Inc., supra, 
2 Cir., 249 F.2d 353, 115 USPQ 258 (48 TMR 337), and Eastern Wine Corp. 
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v. Winslow-Warren, Ltd., supra, 2 Cir., 137 F.2d 955, 57 USPQ 433 
(33 TMR 302) certiorari denied 320 U.S. 758, 59 USPQ 495.* 

As a matter of fact the present case affords an even more apt illus- 
tration of the principle. For the word “art” is one of convenient gen- 
erality, even ambiguity, as applied to high-grade rings, whereas “cream” 
is both more ordinary and more precisely descriptive of the product here. 
So the simple and unoriginal mixture here of white oil and beeswax, 
with a “citrus” perfume, does produce a product not to be conveniently 
described by some other dictionary substitute, such as “cosmetic” or “emul- 
sion.” And thus even without the added distinction afforded by the plain- 
tiff’s spelling of “ecreem” I should think it clear that no actionable confusion 
could be attributed to defendant’s name and that affirmance was required. 
While I shall advert to other considerations, all else does seem to me but 
gilding the lily. 

But further it would seem that the court must view the competitive 
market here involved realistically and in the light of the plethora of hair 
creams and other cosmetics distributed everywhere in the ubiquitous col- 
lapsible tube. Here we have an inexpensive nonsecret hairdressing, built 
upon millions spent in advertising,? but having after all to compete with 
countless other similar cream products; while it is entitled to protection 
of its own name, it cannot claim uniqueness among creams as such or hold 
this defendant to standards unrealistic in the trade. See 3 Restatement, 
Torts § 729(c) and (d) and comment g (1938). Plaintiff, making a virtue 
of necessity, claims greater protection because “inexpensive products are 
more likely to be confused than expensive ones,” but concedes other regis- 
trations of “cream” marks to be valid. Hence the question comes back 
again to the supposed similarity of “Val” to “Bryl” as applied to a cream; 
but it is not readily apparent why that is closer than other combinations. 
Thus defendant showed some twenty registrations by the Patent Office of 
various composite marks containing the descriptive word “cream or a 
misspelling thereof. It is hard to see a differentiation not here present sup- 
porting such composites as MILCREAM, GLO-CREAM, LAVOCREAM, LASHCREME, 
ECCCREAM, and PEARL CREAM. Such composites of cream, such as the pres- 








1. For other cases applying this principle, see Coca-Cola Co. v. Carlisle Bottling 
Works, D.C. E.D. Ky., 43 F.2d 101, 114, affirmed 6 Cir., 43 F.2d 119, 6 USPQ 53 (20 
TMR 403), certiorari denied 282 U.S. 882; Glenmore Distilleries Co. v. National Dis- 
tillers Products Corp., 4 Cir., 101 F.2d 479, 40 USPQ 264 (29 TMR 305), certiorari 
denied 307 U.S. 632, 41 USPQ 799; Pennzoil Co. v. Crown Central Petroleum Corp., 
D.C. Md., 50 F.Supp. 891, 898, 58 USPQ 655, 661-662 (33 TMR 440), affirmed 4 Cir., 
140 F.2d 387, 60 USPQ 320, certiorari denied 322 U.S. 750, 61 USPQ 543. These 
cases also stress the dominating importance, to show dissimilarity, of the first syllable 
or word in a combination or composite terms. See also Smith v. Tobacco By-Products 
§ Chemical Corp., CCPA, 243 F.2d 188, 113 USPQ 339 (47 TMR 863); Lauritzen ¢ 
Co. v. Borden Co., CCPA, 239 F.2d 405, 112 USPQ 60 (47 TMR 518); Crown Overall 
Mfg. Co. v. Chahin, 5 Cir., 200 F.2d 935, 96 USPQ 104 (43 TMR 274). 

2. Plaintiff says in its brief that its “annual sales since 1953 have shown a pattern 
of direct and consistent relationship to the amount of advertising expense. Thus, during 
the period 1953-1958, plaintiff moved from 2.6% of the total hair-dressing market in 
the U.S. * * * to 11.9%.” And its advertising expense went up from $696,800 for the 


fiscal year 1953 to $2,219,800 for 1957. 
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ently popular “creme” or “kreme,” are most usual nowadays in hair sham- 
poos, dressings, and cleansing creams, not to speak of the closely allied 
dental creams and shaving creams;* it is a rare medicine closet nowadays 
which will not have various tubes of “cream.” I suggest with deference 
that if my brothers are now starting on the road to afford special protection 
to this name, they will find it a long and hazardous, if not an impossible, 
one. For they are according an all-pervasive uniqueness to plaintiff’s name 
of the kind realistic perhaps with respect to a precision watch or a fine 
ring, but hardly so with respect to any mere cosmetic cream. 

So my brothers’ meticulous and labored rehearsing of every adver- 
tising detail, including the shape and orifice of the tube, the form of the 
container, the competitive prices—59¢ and 39¢—seems to be deserving of 
a better cause. For frankly I cannot see of what value it proves. Ad- 
mittedly plaintiff has and can claim no monopoly in these trade details; 
and defendant is entitled to make use of any of them which will aid it in 
the competitive race. Remember defendant has been in the general cos- 
metic business longer than the plaintiff, and nothing could be more natural 
than its attempt to catch up with the plaintiff’s advertising success. Much 
of what is now cited against it to my mind shows on the contrary very 
considerable concern to make its competition legal and proper. Of course 
it intended to compete; it would have been wholly disingenuous and dis- 
honest to have claimed it was oblivious of the presently largest distributor 
in the business. So when it rejected its original word VALCREEM to spell 
“eream” properly, I should think its action commendable, rather than the 
reverse. To say that defendant picked from a long list of possible names 
laid before it one of the two names which most closely approximate 
plaintiff’s trademark is to accept blindly the plaintiff’s self-asseveration, 
the truth of which is not apparent on inspection of the 250 or more 
names set forth. And so as to the much belabored “late-comer” argument, 
it of course is valid where it is valid, namely, where there is real copying, 
not where the names are as dissimilar as here. I shall not pause to examine 
each tidbit of detail, but trust I have set forth enough to explain my own 
conviction that both the so-called “objective” and “subjective” evidence 
of intent of itself shows nothing illegal or improper in the competitive 
battle; on the contrary, it tends to indicate a scrupulous attempt to learn 
and to observe proper legal limits. 

And that brings me back again to the crucial point of likelihood of 
confusion as to the source of the competing product. As bearing on the 
point, plaintiff tried extensively to show evidence of actual consumer 
confusion, but has had the misfortune to have the distinguished trial judge 
make findings of fact against it. This, too, presented a serious obstacle 





3. Por example, Consumer Reports 1957 Buying Guide lists some 13 “creams” or 

cremes” among hair shampoos. Plaintiff urges a difference in intended use by men 
or women; but the record suggests no way of testing hair oil for gender, nor do the 
trademark registrations. The same publication lists some 32 cleansing “creams” and 
becomes quite indefinite as to the number of shaving and dental creams. 











— 
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to my brothers in reaching the conclusion to which they otherwise felt 
impelled. There were perhaps two ways in which they might have met 
this obstacle. One was to ignore it, since we have treated the conclusion 
as to confusion one of law reviewable by us on appeal. See J. R. Wood & 
Sons v. Reese Jewelry Corp., supra, 2 Cir., May 5, 1960, 125 USPQ 367 
(50 TMR 583), citing cases. But in view of the obvious difficulties which 
are impliedly conceded by the very detail of their argument, they were 
not quite prepared to take so drastic a step. Instead they pursue the 
opposite course of attempting to deingrate the findings as being either 
not in accord with the evidence or not true findings or both. I submit, 
however, that not thus easily may these determinations of the experienced 
trial judge be pushed aside. 

For when we come to examine Chief Judge Ryan’s actual findings in 
detail, we find them amply supported by the record and particularly 
exemplary because of the tinge of common sense they reflect. Actually 
the few puny instances of possible or claimed confusion among millions 
of sales were so scanty as to impel the contrary conclusion. On the basis 
of plaintiff’s gross sales defendant reasonably estimates that plaintiff sold 
approximately 32,000,000 tubes of its cream during a three-year period, 
and of course defendant also was making substantial sales. The few 
isolated instances, summarized by the trial court, D.C.S.D.N.Y., 176 
F.Supp. 429, 431, 123 USPQ 322, 323 (50 TMR 80), mainly where 
BRYLCREEM purchasers tried to cash in on a money-back offer by VALCREAM 
on television, are surely not impressive against such a background of sales; 
indeed, it is interesting to note that, if anything, BRYLCREEM was the slight 
gainer from VALCREAM’s television advertising, and there seems an actual 
dearth of a showing of persons who may have bought the latter for the 
former. So the judge quite properly said: “Most of the deposition and 
oral testimony, as we have observed, showed not confusion but carelessness 
and inattention on the part of the purchaser.” D.C.S.D.N.Y., 176 F.Supp. 
429, 432, 433, 1283 USPQ 322, 324.5 To me these weak trivialities in this 
vastly over exploited field are anything but impressive—quite the contrary 
in fact—and they have been correctly appraised by a perceptive trial 


4. Not all circuits agree. See, e.g., Cleo Syrup Corp. v. Coca-Cola Co., 8 Cir., 139 
F.2d 416, 417, 418, 60 USPQ 98, 99-101 (34 TMR 34), 150 A.L.R. 1056, certiorari denied 
321 U.S. 781, 60 USPQ 578. 

5. See the words of Chief Judge McAllister in 8S. C. Johnson & Son, Inc. vy. John- 
son, 6 Cir., 266 F.2d 129, 141, 121 USPQ 63, 73 (49 TMR 815, 830): “The owner of a 
trademark is not entitled to a guarantee against confusion in the minds of careless and 
indifferent buyers, Mishawaka Rubber §& Woolen Mfg. Co. v. Panther-Panco Rubber Co., 
D.C. Mass., 55 F.Supp. 308, 62 USPQ 44; and merely occasional cases of confusion or 
thoughtless errors by very inattentive purchasers are of very little significance in trade- 
mark and unfair competition cases. Pennzoil Co. v. Crown Central Petroleum Co., D.C. 
Md.. 50 F.Supp. 891, 58 USPQ 654 (33 TMR 440), affirmed 4 Cir., 140 F.2d 387, 60 
USPQ 320. In accord, see Kellogg Co. v. National Biscuit Co., 305 U.S. 111, 121, 39 
USPQ 296, 300 (28 TMR 569) ; Valvoline Oil Co. v. Havoline Oil Co., D.C.S.D.N.Y., 211 
F. 189, 194 (4 TMR 257); Quaker Oats Co. v. General Mills, 7 Cir., 134 F.2d 429, 432, 
56 USPQ 400, 404 (33 TMR 178); 3 Restatement, Torts § 728, comment a (1938). 
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judge. They are far from demonstrating any real likelihood of confusion 
within the statutory prohibition, 15 U.S.C. § 1114(1). 

In short all roads bring us back to the necessity of seeing some 
confusing similarity between “Bryl” and “Vai.” Since I cannot see it, 
I find no basis for injunctive relief to the plaintiff or for damages and 
an accounting of “profits.” Surely such an accounting will present unusual 
questions of fair apportionment of award! 

I would affirm. 





RICHARD HUDNUT v. DU BARRY OF HOLLYWOOD, INC. 


No. 1345-59-MC —D. C., S. D. Calif., Central Div. — November 28, 1960 
— 127 USPQ 486 


500.37—COURTS—BASIS OF RELIEF—SECONDARY MEANING MARKS 
Where a trademark has acquired secondary meaning and is a “strong” trade- 
mark, the use of a geographic designation with the same mark does not avoid 
infringement. 
500.39—-COURTS—BASIS OF RELIEF—SIMILARITY OF GOODS 
Where a “strong” trademark is involved use of the mark on toilet goods, cos- 
metics, etc. will be impaired by use of a similar mark on apron hoops, plastic bags, 








sweater bags, etc. 
600.2—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 
The use by third parties of confusingly similar marks may not detract from 
the value of a “strong” trademark but instead may also constitute infringements 
of the “strong” trademark. 
700.23—EFFECT OF REGISTRATION—PRINCIPAL REGISTER 
INCONTESTABILITY 
A trademark registration, which has become incontestable under the Lanham 
Act, affords the registrant “a conclusive presumption of exclusive right thereto.” 





Action by Richard Hudnut v. Du Barry of Hollywood, Inc., for trade- 
mark infringement and unfair competition. Judgment in favor of plaintiff. 
Horton & Foote of Los Angeles, California (Clifton Cooper, of New York, 

N.Y., of counsel) for plaintiff. 

Warren T. Jessup of Los Angeles, California, for defendant. 

Crocker, District Judge. 


FINDINGS OF Fact 
1. Plaintiff, Richard Hudnut, is a New York corporation, with its 
principal office in Morris Plains, New Jersey. 


2. Defendant, Du Barry of Hollywood, Inc., is a California corpora- 
tion with its principal office at 4636 West Washington Boulevard, Los 
Angeles 16, California. 

3. Plaintiff is successor to a soap and perfume business established 
before 1900 by Richard Hudnut, an individual, and plaintiff is now en- 
gaged in a broad field of toilet goods, cosmetics and related products for 


women. 
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4. The products of plaintiff are distinguished from those of others, 
and their origin identified, by the trademark pu BARRY, which was adopted 
over sixty years ago, continuously used thereafter, and duly registered in 
the United States Patent Office by plaintiff and its predecessors, as follows: 


Reg. No. 


87,889 
228,105 


232,402 
307,276 


285,779 


399,188 


399,413 


399,520 
414,195 


442,118 
595,330 


Reg. Date 
August 13, 1912 
May 24, 1927 


September 6, 1927 
October 24, 1933 


March 18, 1941 


December 22, 1942 


January 5, 1943 


January 12, 1943 
May 29, 1945 


February 22, 1949 
February 26, 1952 


Goods 
Soap 
Perfume in a concentrated or solid form 
having a higher percentage of essential oils 
than is found in liquid perfume. 
Rouge, lipstick, and face powder. 
Perfumes, toilet water, sachet powder, tal- 
cum powder, dentifrices, head-ache-cologne, 
almond meal, toilet cerate, smelling salts, 
bath salts, rouge, face powder, bath pow- 
der, muscle oil, lipsticks, cuticle cream, 
nail polish, nail white, cuticle oil, liquid 
for removing surplus cuticle, liquid for 
removing nail enamel; packages containing 
preparations for the care of the nails, such 
as nail enamel and nail creams; brillian- 
tine, eye lotion, eye pencil, lash beauty, eye 
shadow; rouge in compact, cream and liq- 
uid form; face powder in loose, compact, 
and liquid form; creams for the skin, neu- 
tralizing creams, foundation creams, tissue 
cream, cleansing cream, pore cream, hand 
cream, preparation for blackheads, deodor- 
ants, bath tablets, toilet powder, dusting 
powder, astringent, skin tonic, liquids used 
as a skin tonic, beauty lotion, skin sachet, 
packages containing an assortment of 
beauty preparations necessary for specific 
skin treatments, and containers of rouge, 
powder, and lipsticks. 
Pamphlets, comprising a course of exer- 
cises and beauty treatment. 
Skin freshener, foundation lotion, skin 
cream, tissue softening cream, face powder, 
lipstick, lash beauty, eye shadow, and 
rouge. 
Cleansing cream, foundation lotion, skin 
freshener, and face powder. 


Soap. 


Makeup base, skin tinting preparations and 
antiseptic lotion. 


Face powder, rouge and lipstick. 
Face cream. 


5. Over $55,000,000 has been spent in advertising the plaintiff’s 
DU BARRY product in the last twenty-five years, and over $370,000,000 
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worth has been sold throughout the United States and, by reason thereof, 
and of the excellence of the plaintiff’s products, the trademark and trade 
name DU BARRY has acquired a good will of great value and plaintiff is 
the owner thereof. 


6. The origin of the plaintiff’s products is further identified to con- 
sumers by a collocation of other distinctive features which have become 
associated with the plaintiff, to wit, the display of the word DU BARRY in 
a distinctive script type and the representation of a crown with small 
globes at each of the points. 


7. The fame and good will in the plaintiff’s trademark and trade 
name DU BARRY was further enhanced by the maintenance of a beauty 
salon at 693 Fifth Avenue, New York City, from 1930 to 1953, where 
the services customarily associated with beauty salons were rendered, where 
plaintiff’s pU BARRY preparations were used on and sold to women, and 
where a course of instruction and treatment was given under the title 
DU BARRY SUCCESS SCHOOL. Plaintiff now maintains a DU BARRY SALON at 
the corner of Fifth Avenue and 60th Street in New York City for the 
sale and distribution of its products. 


8. The plaintiff’s full trade name in connection with its DU BARRY 
line is “Richard Hudnut, Du Barry Division”, but this is customarily 
abbreviated to “Du Barry”, “Du Barry’s”’, or “By Du Barry”, with the 
result that the public understands these abbreviations to mean the plaintiff 
and no other, and that products so labeled come from or are sponsored 
by the plaintiff. 


9. On or about April 3, 1950, defendant Du Barry of Hollywood, Ince. 
was incorporated under the laws of California by John Ishkanian, Arnold 
Colt, Anne Glatzer and Sarah Grossman; and the designation DU BARRY 
was thereupon adopted as a trademark for the defendant’s products. 


10. No one bearing the surname DU BARRY was ever an Officer, director 
or employee of the defendant corporation. 


11. Defendant does no consumer advertising, it has established no 
independent good will of its own, and the saleability of its products is 
dependent on the good will established by plaintiff for the trademark 
and trade name DU BARRY. 


12. The defendant’s products and trade paper advertising are con- 
spicuously labeled with the trademark and trade name DU BARRY, 
DU BARRY’S, BY DU BARRY and FROM DU BARRY, often printed in substan- 
tially the same script type in which it is displayed by the plaintiff; de- 
fendant’s trademark and trade name pU BARRY is often accompanied by 
the representation of a crown similar to that used by the plaintiff; and 
it is also frequently used in conjunction with the words “Famous”, 
“Genuine” or “Original”. 
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13. Plaintiff is the only “Genuine”, “Original” and “Famous” 
Du Barry company, and defendant’s characterization of itself by these 
words falsely represents that it is the plaintiff. 


14. The words “of Hollywood” in defendant’s corporate title do not 
serve to distinguish defendant from plaintiff; on the contrary, the use of 
this corporate suffix in conjunction with the plaintiff’s trademark and 
trade name pu Barry has the effect of falsely representing that the de- 
fendant is the plaintiff or its Hollywood branch. 


15. At the beginning, the business in which the defendant was en- 
gaged was confined primarily to such articles as shoulder pads, press 
cloths, apron hoops, shammy skins, fashion needles, scarves, lint brushes, 
grip clips, cushions, plastic bags, glass cases, sweater bags, fountain faucets, 
aprons and similar products for women, but this business was expanded 
thereafter to include various types of hairnets, earguards, roller pins, 
beauty caps and complexion cloths for the skin. 


16. Beginning in a small way in about 1950, with little distribution 
and no consumer advertising, defendant’s activities did not come to the 
plaintiff’s attention until about 1956 or 1957, when defendant’s business 
reached a gross of around $100,000 to $200,000 a year, and plaintiff started 
to receive orders for the defendant’s pu BARRY hairnets. 


17. Many of the defendant’s products have been marketed through 
beauty salons such as the plaintiff has heretofore maintained, but they 
: have also been sold through the same channels of retail trade in which 
e plaintiff’s products are sold, such as drug stores, chain stores and de- 
: partment stores. In these stores the defendant’s products are frequently 
displayed in the same selection and adjacent to the plaintiff’s products. 





18. Defendant’s products are sold also to toilet goods and cosmetic 
manufacturers such as L. B. Laboratories of Glendale, California, which 
gives them away as premiums in conjunction with the sale of hair shampoos. 


| 19. During the course of the trial the defendant offered in evidence 
telephone and other directories with listings of other business organiza- 
tions bearing the word pu Barry in their corporate or trade name; it also 
offered various Federal and State trademark registrations of DU BARRY 
by other companies. Many of these registrations, however, have expired 
and the defendant’s evidence failed to show any substantial duration or 
any but local geographical extent of these other businesses. It also failed 
to show any actual use of pU BARRY by these concerns at the present time, 
except DU BARRY gloves, DU BARRY FROCKS and DU BARRY costume jewelry 
which apparently are infringements also. The evidence offered by the 
plaintiff showed that it is only the business organization which has ever 
advertised or sold goods under the trade name or trademark pu BARRY to 
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an appreciable extent on a national basis, and it is the only company 
now identified to the public broadly by this trademark and trade name. 


20. Plaintiff has not acquiesced in the infringement of its trademark 
and trade name pU BARRY by others, but has diligently prosecuted and 
secured injunctions in the Federal and State courts against other in- 
fringers and unfair competitors [Richard Hudnut v. Du Barry Massage 
Equipment Co., Inc., File No. 256-60-Y, March 21, 1960; Richard Hudnut 
& Hudnut Sales Co., Inc. v. Lilyan Carney, et al., N. Y. Sup. Ct., N. Y. 
County, Index No. 17,528, 1942, November 13, 1942; Richard Hudnut 
& Hudnut Sales Co., Inc. v. William J. Pailey and Margaret MacNabo, 
N. Y. Sup. Ct., N. Y. County, Index No. 34,240, 1942, February 10, 1943; 
Richard Hudnut and Hudson Sales Co., Inc. v. William J. Pailey and 
Gertrude More, N. Y. Sup. Ct., N. Y. County, Index No. 1695-1943, 
March 25, 1943; Richard Hudnut & Hudnut Sales Co., Inc. v. Wylma 
Mell, N. Y. Sup. Ct., N. Y. County, Index No. 19954, 1942, December 7, 
1942; Richard Hudnut & Hudnut Sales Co., Inc. v. William J. Pailey, 
Civil Action No. 2266, U. S. D. C., Mass., February 8, 1944]. It has 
successfully opposed the application in the Patent Office by Home Wave, 
Ine. to register MADAME DU BARRY for permanent wave kits [Patent Office 
Opposition No. 30,652, September 12, 1952] and by Walter A. Myers to 
register this trademark for costume jewelry [Patent Office Opposition 
No. 26,516, January 8, 1948]. It also has successfully protested by letter 
against the violation of its rights by at least five other concerns, to wit: 
Du Barry Beauty Salon of San Francisco; Durham-Enders Razor Com- 
pany (shaving kits) of Mystic, Connecticut; Du Barry Beauty Salon of 
Buffalo, New York; Du Barry Success School (beauty treatment courses) 
of Indianapolis, Indiana; and DuBarry Beauty Salon of Fitchburg, Mas- 
sachusetts. 


21. The value of the right in controversy, to wit, the plaintiff’s 
trademark DU BARRY, exceeds the sum or value of $10,000, exclusive of 
interest and costs, and plaintiff has been damaged in excess of this amount. 


CONCLUSIONS OF LAW 


1. The court has jurisdiction of the parties and the subject matter 
of the action by reason of diversity of citizenship, amount in controversy, 
and the trademark statutes of the United States. 


2. The designation pu BARRY is a “strong” trademark and valid at 
common law [Brooks Bros. v. Brooks Clothing of California, 60 F. Supp. 
442 (35 TMR 99); aff’d 158 F. 2d 798, cert. den. 331 U. S. 824; Stork 
Restaurant v. Sahati, 166 F. 2d 348 (38 TMR 431) (9th Cir. 1948) ; Lady 
Esther, Ltd. v. Flanzbaum, 44 F. Supp. 666 (33 TMR 6) (D. C. R. I. 
1942) ; Elder Mfg. Co. v. Martin Trenkle Co., 90 F. Supp. 889, 86 USPQ 
431 (E. D. Ark. 1950)]; plaintiff’s federal registrations Nos. 87,889, 
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228,105, 232,402, 307,276, 385,779, 399,188, 399,413, 399,520; 414,195; 
442.118 and 555,330 are valid and subsisting, and Registration No. 555,330 
has become incontestable under the Lanham Act, thereby affording plain- 
tiff a conclusive presumption of exclusive right thereto [Borg-Warner 
Corp. v. York-Shipley, Inc., 127 USPQ 42, 50 TMR 1226 (N.D. Ill. 1960) ]. 


3. Plaintiff is the owner of said registrations, and of the good will 
appertinent to said trademark in the field of toilet goods, cosmetics and 
broadly related fields of products for women, and upon such other goods 
as might naturally be supposed to come from the plaintiff [Brooks Bros. v. 
Brooks Clothing of California, supra, 60 F. Supp. at 51 (35 TMR 99); 
Lady Esther Ltd. v. Flanzbaum, supra]. 


4. The goods of plaintiff and defendant are sold in interstate com- 
merce, both are of the same general class, and the use by defendant of 
plaintiff’s registered trademark in the sale or offering for sale of its goods 
is likely to cause confusion or mistake and to deceive purchasers as to 
the source of origin of such goods. 


5. Defendant’s use of the trademark pu BARRY, of the corporate name 
“Du Barry of Hollywood, Inc.”, of the abbreviations thereof “Du Barry”, 
“Du Barry’s”, “From Du Barry”, and “By Du Barry” and of the words 
“Original”, “Famous” and “Genuine” in connection with such articles 
as shoulder pads, press cloths, apron hoops, shammy skins, fashion needles, 
scarves, lint brushes, grip clips, cushions, plastic bags, glass cases, sweater 
bags, fountain faucets, aprons, hairnets, earguards, roller pins, beauty 
caps and complexion cloths for the skin and similar products for women 
constitute separately and in the aggregate unfair competition and an in- 
fringement of the plaintiff’s rights both at common law and under the 
federal trademark statute [North American Air. Sys. v. North American 
Aviation, 231 F. 2d 205 (46 TMR 70) (9th Cir. 1955), cert. den. 351 U. S. 
920; Douglas Laboratories v. Copper Tan, Inc., 108 F. Supp. 837 (43 TMR 
85) (S.D.N.Y. 1952), mod. 210 F. 2d 453 (44 TMR 657) (2d Cir. 1954) ; 
Lady Esther, Limited v. Lady Esther Corset Shoppe, Inc., 46 N. E. 2d 165 


(Ill. App. 1943) ]. 


6. The use of the trademark or trade name pu BARRY by others than 
plaintiff and defendant is no defense to this action, as they also may be 
infringers or unfair competitors of plaintiff [Brooks Bros. v. Brooks 
Clothing of California, supra; Del Monte Special Food Co. v. California 
Packing Corp., 34 F. 2d 774 (19 TMR 443) (9th Cir. 1929); National 
Lead Company v. Wolfe, 223 F. 2d 195 (45 TMR 963) (9th Cir. 1955) 
cert. den. 350 U. 8. 885; Admiral Corp. v. Penco, Inc., 203 F. 2d 517, 
521 (43 TMR 616) (2d Cir. 1953) ]. 


7. Under the facts of this case, laches is no defense to a permanent 
injunction [Menendez v. Holt, 128 U. S. 514; Aunt Jemima Mills Co. v. 
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Rigney & Co., 247 Fed. 407 (8 TMR 163) (2d Cir. 1917); Brooks Bros. 
v. Brooks Clothing of California, supra; Stork Restaurant v. Sahati, supra], 
especially with respect to a trademark which has become incontestable 
under the Lanham Act as has the plaintiff’s trademark pu BARRY (Apple 
Growers Association v. Peletti Fruit Co., 153 F. Supp. 948, 951 (48 TMR 
443) (N.D. Calif. 1957)). This suit was brought with reasonable prompt- 
ness after defendant’s activities came to the attention of the plaintiff, 
and there has been no laches. 

The conduct of the defendant threatens the plaintiff with an immediate 
and irreparable injury, and plaintiff has no adequate remedy at law. 


JUDGMENT 


In accordance with the foregoing Findings of Fact and Conclusions 
of Law, it is 


ORDERED, ADJUDGED AND DECREED : 


I. That defendant, its officers, agents, servants and employees and 
all those acting under their authority or in concert with them or any of 
them, be and they hereby are permanently enjoined and restrained: 


a. Upon the signing of the injunction herein and perpetually 
thereafter, defendant shall refrain from printing or causing to be 
printed any material carrying the name Du Barry, except as provided 
otherwise herein. 

b. Until April 15, 1961 Defendant may use the material which 
it has already prepared and stocked, in its advertising and marketing 
of its products to the beauty parlor trade. 

ce. Until April 15, 1961 defendant may employ after its new 
corporate name a parenthetical notation “(formerly Du Barry of Hol- 
lywood)”. Such parenthetical notation may be no larger than the 
immediately preceding corporate name of defendant, and may be 
employed only once on any given document or article and only in 
connection with the new corporate name of defendant. 

(d) Until April 15, 1961 defendant may employ the name 
Du Barry of Hollywood on its invoices and letterheads to the beauty 
parlor trade. 

(e) After April 15, 1961 defendant may make no use whatever 
of the name Du Barry. 


II. No accounting for profits, damages, costs and counsel fees will 
be awarded by reason of the waiver thereof by the plaintiff at the con- 
clusion of the trial. 
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BORG-WARNER CORPORATION v. YORK-SHIPLEY, INC. 


No. 58 C 1560—D. C., N. D. Ill., E. Div. — August 26, 1960 
— 127 USPQ 42 


500.20—COURTS—BASIS OF RELIEF—DILUTION 
500.24—COURTS—BASIS OF RELIEF—FALSE DESIGNATION OF ORIGIN 
800.63,—OTHER STATUTES—STATE STATUTES—DILUTION 
Defendant proved long prior use of mark york for furnace and heating products 
and Court found plaintiff’s use of yorK on furnace and heating products falsely 
designated the origin of plaintiff’s products, diluted the distinctive quality of de- 
fendant’s name and mark and was likely to cause customers to assume that plaintiff’s 


products were products of defendant. 
500.76e—COURTS—PLEADING AND PRACTICE—DEFENSES—LACHES AND 


ACQUIESCENCE 
The Court found that plaintiff and defendant had, for more than 35 years, 
businesses located in York, Pennsylvania and for 25 years had many hundreds of 
business dealings including purchases of plaintiff’s york furnaces by defendant and 
held plaintiff was guilty of gross, aggravated laches, acquiescence, bad faith and 
unclean hands in extending in 1958 the mark york to its own furnaces and heating 
products with knowledge of defendant’s long prior use of yoRK on such products. 
100.65—FEDERAL TRADEMARK ACTS (CONSTRUCTION OF STATUTES)— 
ACT OF 1946—SEC. 35 
500.57—COURTS—SCOPE OF RELIEF—DAMAGES 
500.58—COURTS—SCOPE OF RELIEF—INJUNCTION 
The Court granted defendant’s counterclaim and enjoined plaintiff’s use of name 
yorK for furnaces and heating products and, although Court found defendant’s 
damage and loss of profits was incapable by its nature of exact ascertainment, 
awarded defendant damages of $2,280,000 as a reasonable estimate of damages. 





Action by Borg-Warner Corporation v. York-Shipley, Inc., for trade- 
mark infringement and unfair competition in which defendant counter- 
claims for trademark infringement and unfair competition. Judgment 
for defendant. 

Edward A. Haight, John W. Hofeldt, C. G. Stallings, John T. Lanahan, 
and Haight, Lockwood & Simmons, of Chicago, Illinois, for plaintiff. 
Beverly W. Pattishall, W. Thomas Hofstetter, and Woodson, Pattishall & 

Garner, of Chicago, Illinois, for defendant. 


IaoE, District Judge. 
FINDINGS OF Fact 

1. Plaintiff-counter-defendant, Borg-Warner Corporation, is an Illinois 
corporation located and having its principal office and place of business 
in Chicago, Illinois. 

2. Plaintiff has approximately forty divisions, one of which is its 
York Division, located and having its principal office and place of business 
in York, Pennsylvania. 

3. Defendant-counter-claimant, York-Shipley, Inc., is a Delaware 
corporation located and having its principal office and place of business 


in York, Pennsylvania. 
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4. The amount in controversy exceeds the sum of Ten Thousand 
Dollars ($10,000), exclusive of interest and costs. 


5. This action arises out of both parties’ use of the name and trade- 
mark yorK for furnace and heating product. 


6. Plaintiff’s York Division is the successor to York Corporation, 
formerly York Ice Machinery Corporation, a corporation of the State of 
Delaware, which corporation merged into plaintiff in 1956. 


7. Plaintiff and its predecessors, continuously since long prior to 
1920, have manufactured and sold ice making machinery for ice plants, 
and ice making and refrigeration apparatus, and, commencing in the late 
1920’s or early 1930’s, plaintiff’s predecessor manufactured and sold, and 
plaintiff continues to manufacture and sell air conditioning apparatus, 
said ice making, refrigeration and air conditioning apparatus being sold 
by plaintiff and its predecessors under the name and trademark york. 


8. Plaintiff's predecessor registered its trademark yorK, displayed 
in various forms, in the United States Patent Office for its refrigeration, 
ice making and air conditioning machinery and apparatus under Regis- 
tration Numbers 403,923, 621,780, 623,266, and 360,379, and said registra- 
tions are owned by plaintiff. 


9. In or about 1938, in order to supply its air conditioning dealers 
with a heating product for their off season sale, plaintiff’s predecessor 
undertook the purchase and resale of some furnaces under the brands 
YORK and YORKAIR, but the sale of said furnaces was discontinued and 
the stock liquidated in or about 1941. 


10. In 1952, plaintiff’s predecessor decided to investigate the furnace 
and heating industry and negotiated with defendant respecting the pur- 
chase of defendant’s yorK furnace and heating products to fill plaintiff’s 
needs. 


11. In 1954, plaintiff’s predecessor negotiated the purchase from 
Olsen Furnace Company of one of its furnace models and plaintiff com- 
menced selling said furnace under the brand york. 


12. In 1955, plaintiff’s predecessor commenced investigating the pos- 
sible acquisition of various furnace companies in an effort to get into the 
furnace and heating products business, and considered possible acquisition 
of defendant for this purpose, but a tentative offer by it to purchase de- 
fendant’s business was rejected by defendant. 


13. In 1956, plaintiff, Borg-Warner Corporation, acquired the assets 
of York Corporation and immediately canceled the final negotiations then 
being consummated for purchase of an Illinois furnace manufacturer. 
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14. One of the reasons for plaintiff’s acquisition of York Corpora- 
tion was that Borg-Warner Corporation was in the furnace and heating 
products business, whereas York Corporation was in the air conditioning 
business, and plaintiff considered that the combination of the two businesses 
under the name and trademark yorK would be profitable. 


15. In 1957, plaintiff commenced amalgamating its INGERSOLL furnace 
business into its York Division and called upon defendant to discontinue 
use of YORK respecting its furnace and heating products business. 


16. In 1958, plaintiff completed its amalgamation of its INGERSOLL 
furnace business into its York Division and commenced the manufacture 
and sale of a line of yvorK furnace and heating products in interstate 
commerce. 


17. In 1958, plaintiff announced to the trade and public that ‘‘vorK 
INVADES THE HEATING MARKET,” and commenced a large scale, intensive 
advertising and sales program for its yorK furnace and heating products. 


18. Defendant objected to plaintiff’s invasion of the furnace and 
heating products business under the name and trademark york, but plain- 
tiff refused to desist. 


19. Until shortly before it brought this action, neither plaintiff nor 
its predecessors has ever objected to defendant’s use of york for its furnace 
and heating products business. 


20. In 1958, plaintiff, with full knowledge of defendant’s prior rights 
respecting YORK for furnace and heating products, concurrently filed 
against defendant an opposition in the United States Patent Office and 
its complaint in this action so as to oppress economically and intimidate 
defendant and wrongfully to appropriate defendant’s rights in yorK for 
furnace and heating products. 


21. Prior to its commencement of this action, plaintiff and its prede- 
cessor published and averred contradictory statements respecting the 
complete divorcement of the heating and air conditioning fields, claiming 
to the Patent Office and to the United States Justice Department that 
plaintiff’s air conditioners in no way encompass, compete or conflict with 
furnace and heating products. 


22. Defendant’s original predecessor was York Oil Burner Com- 
pany, a partnership formed in 1922 in York, Pennsylvania, by Edwin 
I. Kraber and Robert C. Hoffman, and said partnership incorporated in 
the State of Delaware under the name York Oil Burner Company, Inc. 
in 1928. 


23. In 1938, York Oil Burner Company, Inc. was acquired by de- 
fendant, then a holding company known as Thomas Shipley, Inc., which 
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continued to operate the business as a wholly owned subsidiary until 
1943, at which time defendant changed its name to York-Shipley, Ine. 
and continued its furnace and heating products business under said cor- 
porate name, maintaining in existence as a holding company its wholly 
owned subsidiary York Oil Burner Company, Ine. 


24. Defendant and its predecessors, since long prior to plaintiff, 
have manufactured, sold and serviced heating products of various kinds, 
commencing in 1922 with oil burners, boiler-burner units since 1927, and 
warm air furnaces since 1933, for residential and commercial heating, all 
of which have been sold and serviced by defendant and its predecessors 
throughout much of the United States under the name and trademark yorK. 


25. The sales and service of furnace and heating products by defen- 
dant and its predecessors under the name and trademark YorK have been, 
and continue to be, in large and substantial amounts. 


26. The advertising by defendant and its predecessors of furnace 
and heating products and services under the name and trademark YorK 
has been, and continues to be, in varied national and local media in large 
and substantial amounts. 


27. As a result of the sales and advertising of yorK furnace and 
heating products and services by defendant and its predecessors since 
1922, defendant’s name and trademark yorK has been and is known, 
by the trade and public, as the means of identifying the furnace and 
heating products and services of defendant, and said name and trademark 
YORK has acquired a distinctiveness and secondary meaning signifying 
defendant and its furnace and heating products and services, and de- 
fendant and its predecessors have developed, and defendant now has, a 
valuable business and good will which is represented and symbolized by 
the name and trademark YorK. 


28. Defendant registered its trademark york, displayed in various 
forms, in the United States Patent Office for its furnace and heating 
products under Registration Numbers 520,615 and 616,553, and said reg- 
istrations are owned by defendant, and defendant’s Registration Number 
520,615 has become, and now is, incontestable pursuant to the provisions 
of the United States Trademark Act of 1946 (15 U.S.C. 1065, 1115(b)). 


29. Plaintiff and its predecessors have been doing business in the 
same small community of York, Pennsylvania side-by-side with defendant 
and its predecessors for more than thirty-five years, and for many years 
one of defendant’s plants was located literally across the street from the 
main entrance to the general offices of plaintiff’s predecessor. 


30. Plaintiff’s predecessors have had knowledge of defendant’s prede- 
cessors’ use of the name and trademark york for their furnace and heating 
products continuously since the 1920’s. 
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31. Plaintiff’s predecessor purchased a yorK heating product for its 
branch office in Rochester, New York in about 1925 from defendant’s 
predecessor, and defendant’s predecessor continued to service said YORK 
heating plant at plaintiff’s predecessor’s said branch office until as late 
as 1940. 

32. Many of the officers and officials of plaintiff’s predecessor pur- 
chased from defendant’s predecessor YORK conversion oil burners for their 
residences commencing as early as 1927, and defendant’s predecessor con- 
tinued to service said yorK oil burners for many years thereafter. 


33. From 1937 through 1948, defendant was the exclusive franchisee 
for the distribution and sale of plaintiff’s predecessor’s yorK air condi- 
tioners in the York, Pennsylvania area and, with full knowledge of 
plaintiff’s predecessor, defendant concurrently manufactured and sold its 
york furnace and heating products. 


34. During the past twenty-five years, the parties and their prede- 
cessors have had many hundreds of business dealings and transactions with 
each other, including the purchase of yorK furnace and heating products 
by plaintiff from defendant and the sale of materials from plaintiff to 
defendant for the latter’s use in the manufacture and sale of yorK furnace 
and heating products. 

35. Plaintiff’s entry into the furnace and heating market under YorK 
has caused, and is likely to continue to cause, customers and prospective 
customers of defendant to assume erroneously that plaintiff’s york furnace 
and heating products are the products of defendant, or a concern legiti- 
mately connected with defendant. 

36. Plaintiff’s entry into the furnace and heating products market 
under yorK has caused, and is likely to continue to cause, defendant’s 
dealers and prospective dealers to refrain from and to discontinue handling 
or promoting defendant’s york furnace and heating products because of 
the concurrent advertising, promotion and sale of plaintiff’s york furnace 
and heating products in said dealers’ area. 


37. Plaintiff’s use of yorK for furnace and heating products falsely 
designates their origin and enables and has caused, and is likely to con- 
tinue to enable and cause, plaintiff’s dealers and distributors to pass off 
and misrepresent plaintiff’s yorK furnace and heating products as de- 
fendant’s yorK furnace and heating products, and some of plaintiff’s 
distributors and dealers have copied and employed defendant’s slogans 
and logotype displays of yorK in advertising and in classified telephone 
directory listings, and said deceptive practices are likely to continue unless 
plaintiff is restrained by this court. 

38. Plaintiff’s advertising and use of york for furnace and heating 
products dilutes the distinctive quality of defendant’s name and trade- 
mark yOoRK, preempts and irreparably damages defendant’s good will 
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therein, and irreparably damages the secondary meaning thereof indicating 
defendant, its services and products. 


39. Unless restrained by this court, plaintiff’s use of yorK for its 
furnace and heating products will ultimately submerge and destroy de- 
fendant’s commercial identity and good will. 


40. As a result of plaintiff’s advertising and use of yorK for furnace 
and heating products, defendant has lost sales and dealers, and defendant 
has been unable to sustain, develop and expand its dealer and distributor- 
ship organization, and defendant, the trade, and the purchasing public 
have been greatly and irreparably damaged and will continue to be so 
damaged unless plaintiff is restrained by this court. 


41. As a result of plaintiff’s advertising and use of yorK for furnace 
and heating products, defendant’s position in the heating industry has 
been drastically reduced to less than half of defendant’s previous position. 


42. Defendant’s damage and loss of profits resulting from plaintiff’s 
use of yorK for furnace and heating products is incapable, by its nature, 
of exact ascertainment but is reasonably estimated to exceed the sum of 
Two Million Two Hundred Eighty Thousand Dollars ($2,280,000). 


43. Plaintiff has profited and enriched itself by its use of yorK for 
furnace and heating products and thereby has misappropriated the benefit 
of defendant’s valuable good will and related commercial values and mag- 
netism created and built up by defendant at defendant’s own expense 
and effort, and has unjustifiably interfered with the contractual and 
business relations between defendant and its customers, dealers and 


distributors. 
CONCLUSIONS OF LAW 


1. The court has jurisdiction over the parties and the subject matter 
herein. 


2. Plaintiff is guilty of gross, aggravated laches, acquiescence, bad 
faith, and unclean hands and is accordingly estopped herein. 


3. Defendant’s long priority in the use of the name and trademark 
yorK for furnace and heating products entitles defendant to the exclusive 
use of said name and trademark for furnace and heating products. 


4. Defendant’s federal trademark registrations, Nos. 520,615 and 
616,553, are valid and subsisting and are owned by defendant, and de- 
fendant’s registrations No. 520,615 has become incontestable and affords 
defendant a conclusive presumption of the exclusive right to use said 
registered trademark respecting furnace and heating products. 

5. Plaintiff’s trade name and trademark use of yorK for furnace and 
heating products constitutes common law trade name and trademark in- 
fringement of defendant’s name and trademark YORK. 
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6. Plaintiff’s trade name and trademark use of yorK for furnace 
and heating products constitutes statutory trademark infringement of de- 
fendant’s registered trademark yorK under the trademark statutes of the 
United States (15 U.S.C. 1051-1171). 


7. Plaintiff’s use of york for furnace and heating products dilutes 
the distinctive quality of defendant’s name and trademark york for fur- 
nace and heating products in violation of the law of the State of Illinois 
(Ill. Stat. 1957, Ch. 140, See. 22). 


8. Plaintiff’s use of york for furnace and heating products con- 
stitutes unfair competition with defendant and violates Section 43(a) of 
the Lanham Trademark Act (15 U.S.C. 1125(a)). 


9. Plaintiff’s use of yorK for furnace and heating products unjustly 
enriches plaintiff. 


10. Plaintiff’s complaint should be dismissed for want of proof and 
equity, with costs and reasonable attorney’s fees to defendant. 


11. Defendant has no adequate remedy at law. 


12. Defendant is entitled to judgment on its counterclaim as follows: 


(1) Plaintiff, its agents, employees, representatives, and sub- 
sidiaries, and its and their successors, and all other persons, natural 
and legal, acting by, through, for or under the authority of plaintiff, 
shall be enjoined from: 

(a) manufacturing, servicing, marketing, promoting, advertising, 
or selling any furnace or heat generating products under or in con- 
nection with any business, trade, division or corporate name which 
includes the word yorK, or any colorable imitation thereof, or under 
any trademark service mark or other indication of source or identity 
which comprises or includes the word york or any colorable imitation 
thereof ; 


(b) doing any other acts which result in or are likely to result 
in the belief that plaintiff or its subsidiaries or divisions, or any of 
their products or services, are in any way connected with defendant, 
or its products or services. 


(2) Plaintiff shall pay unto defendant Two Million Two Hundred 
Eighty Thousand Dollars, ($2,280,000) for the amount of damages 
sustained by defendant resulting from plaintiff’s use of yorK for 
furnace and heating products, as provided by the United States 
Trademark Act (15 U.S.C. 1117). 


(3) Plaintiff shall account and pay over to defendant all profits 
derived from plaintiff’s sale of furnace and heating products under 
the name and trademark YoRK. 


(4) Plaintiff shall reimburse defendant for defendant’s costs, dis- 
bursements and reasonable attorneys’ fees herein. 
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THE GUARDIAN LIFE INSURANCE COMPANY OF AMERICA v. 
GUARDIAN NATIONAL LIFE INSURANCE COMPANY 


No. 7110 —D. C., E. D. La., New Orleans Div. — June 23, 1960 
— 126 USPQ 166 


500.32b—COURTS—BASIS OF RELIEF—NAMES—CORPORATE AND 

TRADE NAMES 

The Court denied relief to plaintiff THE GUARDIAN LIFE INSURANCE COMPANY OF 
AMERICA against use of word GUARDIAN by defendant GUARDIAN NATIONAL LIFE IN- 
SURANCE COMPANY holding in part: 

1. The provisions of Louisiana Business Corporation Law and the Insurance 
Code prohibiting adoption of “deceptively similar” corporate names and the “un- 
written” law of unfair competition did not confirm in the owner of corporate names 
an absolute property right for an arbitrary period of time. 

2. While finding of Louisiana official charged with determining whether a 
corporate name is deceptively similar with previously recorded corporate name is not 
conclusive, it is entitled to great weight. Here, determination was supported by use 
of GUARDIAN by other insurance companies in the United States, one of whom pre- 
dated plaintiff’s use of word GUARDIAN. 

3. The fact that other insurance companies in other sections of the country use 
GUARDIAN in their corporate name does not determine whether corporate names 
involved in suit were deceptively similar because determination must be based on 
activities of parties in area where they both operate. 

4. Defendant deals exclusively in so-called mortgage insurance, Plaintiff does 
not deal in mortgage insurance or in industrial life policies. Although there is no 
competition between the parties, it does not mean there is no likelihood of confusion, 
But lack of competition may be considered in making that determination. 

5. In theory, finding that defendant’s corporate name was not “deceptively 
similar” to plaintiff’s within meaning of Louisiana corporate name statutes did not 
prejudice question of whether defendant’s use of name violated law of unfair com- 
petition. However, since the test is the same, the Court held the issue of unfair 
competition was foreclosed by the finding. 


Action by The Guardian Life Insurance Company of America v. Guar- 
dian National Life Insurance Company for unfair competition. Judgment 
for defendant. 

See also 48 TMR 602. 


Montgomery, Barnett, Brown & Read and Peter H. Beer, of New Orleans, 
Louisiana, and Price Topping, of New York, N.Y., for plaintiff. 
Henican, James & Cleveland and C. Ellis Henican, of New Orleans, Lou- 


isiana, for defendant. 


WRIGHT, District Judge. 

Plaintiff, a well-known “old-line” life insurance company operating 
throughout the country, seeks to restrain the defendant corporation, a 
small recent upstart in the insurance field licensed only in Louisiana, 
from using the word GUARDIAN in its corporate name. The basic facts are 
given in an earlier opinion of the court denying plaintiff’s request for a 








SER: 


ere 








1234 THE TRADEMARK REPORTER Vol. 50 TMR 


preliminary injunction, 158 F.Supp. 623, 116 USPQ 186 (48 TMR 602), 
and need not be repeated here.’ 

At the outset, it is important to emphasize that the claim does not 
arise under the Federal Copyright law,? the Lanham Trademark Act* or 
the Louisiana Trademark statute.* Under the present facts, complainant 
can invoke only the provisions of the Louisiana Business Corporation Law’° 
and of the Insurance Code® prohibiting the adoption of a corporate name 
“deceptively similar” to that of an already established corporation, or the 
“unwritten” law of unfair competition.’ There is here, therefore, no 
absolute property right confirmed in the owner as an exclusive privilege 
for an arbitrary period by specific governmental declaration. Accordingly, 
the inquiry cannot be limited to infringement in the strict technical sense. 
This controversy is governed by broader and more practical considerations. 

At first blush, it might be doubted whether the Louisiana corporate 
name statutes have any application here. Insofar as they were designed 
to eliminate confusion in governmental records which would hinder ad- 
ministrative dealings with corporations, obviously no right is conferred 
on private complainants. And insofar as they have a broader purpose to 
avoid deception in the use of similar names, “this protection * * * is 
primarily for the benefit of the public generally,” * which would seem to 
give the aggrieved company no standing to invoke these provisions. Never- 
theless, certain dispositions of the corporate name section of the Business 
Corporation Law, not directly relevant here,’ suggest that these statutes 


1. The evidence adduced on the trial merely confirmed the “Findings of Facts” 
previously made. What few additional facts were developed will be mentioned hereinafter. 

2. 17 U.S.C. $1 et seq. 

3. 15 U.S.C. § 1051 et seq. 

4. La. R.S. 51:211-223 (Pocket Parts). 

5. La. R.S. 12:4B: “The corporate name shall not be the same as, nor deceptively 
similar to the name of any other corporation, or of any domestic non-profit corporation 
or of any foreign corporation authorized to do business in this state unless: * * * 
(exceptions not here relevant) .” 

6. La. R.S. 22:32(1): “The name of the corporation * * * shall not be the same 
as nor deceptively similar to the name of any other domestic insurer or of any alien or 
foreign insurer authorized to do business in this state unless * * * (exceptions not here 
relevant).” 

7. Though the complaint alleges that the action “arises under the Fair Trade Laws 
of the United States,” it must be treated as intending the general law of “unfair com- 
petition” as recognized by the Louisiana courts, which, except for the corporate name 
statutes cited, furnishes the only basis for the action. The finding that plaintiff must 
bring its unfair competition claim under Louisiana law is of no moment since Louisiana 
follows United States law of unfair competition as recognized generally. But see Sears, 
Roebuck § Co. v. All States Life Insurance Co., 5 Cir., 246 F.2d 161, 170, 114 USPQ 
19, 24-25 (47 TMR 1216), where the question as to whether the Lanham Act created a 
new federal right of action for unfair competition was left open. 

8. Continental Ins. Co. v. Martin, 213 La. 147, 34 So.2d 405, 408. 

9. La. R.S. 12:4, sub-sections C and D, permit unincorporated associations and 
foreign corporations not yet doing business in the state, respectively, to reserve a cor- 
porate name for one year in advance. These provisions clearly show a concern for 
the holder of the name. See the Note of the Commissioners for the Model Business 
Corporation Act, reprinted under the cited section in West’s LSA-RS, Vol. 5, pp. 31-32. 
These comments are relevant in view of the fact that §4 of the Louisiana Business 
Corporation Law “is based on and is substantially similar to Section 4 of the Model 
Business Corporation Act.” See “History and Source of Law” under La, R.S, 12:4, in 


id., pp. 31-32, 
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were also intended to benefit the “owner” of a trade name, and it has 
been recognized that a private company which is threatened by another’s 
assumption of a similar name has sufficient interest to contest the Secre- 
tary of State’s ruling on “deceptive similarity.” ?° Indeed, sub-section H 
of § 4" of the Business Corporation Law expressly provides that the use 
by another corporation of a name deceptively similar to that of the com- 
plainant may be enjoined by “any * * * corporation interested or affected,” 
notwithstanding the fact that the offender has already received its cer- 
tificate of authority. 

We may conclude that, whether primarily or incidentally, these stat- 
utes were intended to afford some measure of protection to corporate 
trade names, and do, in fact, serve that end. Indeed, precisely because 
the test here is the likelihood of public deception or confusion, rather 
than invasion of a property right that causes damage, the protection 
offered by the corporate name statutes is in some respects broader than 
under the law respecting trademarks generally. Thus, the operation of 
these provisions does not depend on the character of the existing name 
as one susceptible of appropriation or which has acquired a secondary 
meaning’” by long use. Under these statutes, only one question is pre- 
sented: Considering the corporate names, as well as all the circumstances 
surrounding the operation of the corporations themselves in the State of 
Louisiana, is there, in fact, any real likelihood of the public being con- 
fused or deceived ? ** 

With reference to the parties’ corporate names as such, the Louisiana 
state official charged in the first instance with determining whether they 
are deceptively similar has ruled they are not. While his finding is not 
conclusive on the issue, it is entitled to great weight.’* Here, it is sup- 
ported by the fact that the corporate names of several insurance com- 
panies operating in the United States include the word GUARDIAN, one 
whose use of the word predates plaintiff’s. Of course, the fact that other 
insurance companies in other sections of the country use the word GUARDIAN 
in their corporate names does not determine whether the corporate names 
here in suit are deceptively similar..* That determination must be based 


10. Continental Ins. Co. v. Martin, supra. Of course, a corporation denied authority 
to do business on the ground that its name is deceptively similar to that of an already 
established company has a right to judicial review of the Secretary of State’s ruling, 
State v. Conway, 189 La. 272, 179 So. 312, though not in the federal courts, Seaboard 
Finance Company v. Martin, 5 Cir., 244 F.2d 329, 113 USPQ 362. It may be noted that 
both of these cases deal with the licensing of foreign corporations under similar, but 
more lenient, name provisions. See La. R.S, 12:203B. 

ll. La. R.S. 12:4H. 

12. See excellent and comprehensive note on secondary meaning in 150 A.L.R. 1067. 

13. Continental Ins. Co. v. Martin, supra. See also cases cited in Note 20. 

14. Sears, Roebuck g Co. v. All States Life Insurance Co., supra, 169, 114 USPQ 
at 23-24 (47 TMR 1216) ; Continental Ins. Co. v. Martin, supra. 

15. Compare Metropolitan Life Insurance Co, v. Metropolitan Insurance Co., 7 Cir., 
125 USPQ 427 (50 TMR 589). 
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on the activities of the parties in the area where they both operate.*® But, 
considering such activities, the conclusion is the same. 

The defendant deals exclusively in so-called mortgage insurance*’ and 
its only customers are obtained through finance companies. It is true that 
the mortgage insurance is on the life of the borrower, but the amount 
involved is geared to the amount of the loan, not in any event to exceed 
$1,250.00, which is the maximum allowed the defendant under state law.*® 
Plaintiff does not deal in mortgage insurance or in industrial life policies. 
It deals directly with its policy holders, extending substantial coverage, 
whereas the defendant’s policy holders are poor people required by their 
finance companies to take out a small life policy with an anonymous 
insurer to protect the finance company. Again, the fact that there is no 
competition between the parties here does not necessarily mean that there 
is no likelihood of confusion in the public mind. But the lack of com- 
petition may be a consideration in making that determination.’® It is true 
that defendant might change its program and offer to sell directly to 
the public, albeit only the small industrial policies it is authorized to 
issue, but it will be time enough to consider the effect of such a program 
if and when it is initiated. 

In theory, the finding that defendant’s name is not “deceptively sim- 
ilar” to plaintiff’s within the meaning of the Louisiana corporate name 
statutes does not prejudice the question of whether defendant’s use of the 
name violates the law of unfair competition. The Louisiana Business 
Corporation law specifically so states.2° But, since the test is the same,” 
in the circumstances of this case at least, the issue of unfair competition 
is foreclosed by that finding. Indeed, how can there be damage to the 


16. Hanover Milling Co. v. Metcalf, 240 U.S. 403 (6 TMR 149); United Drug Co. 
v. Rectanus Co., 248 U.S. 90 (9 TMR 1). 

17. Defendant has, in the past, written an inconsequential amount of other insur- 
ance, but these lines have been discontinued. 

18. Under the Louisiana statutes defendant has qualified as an industrial insurer 
with $1,250.00 limits. 

19. Sears, Roebuck § Co. vy. All States Life Insurance Co., supra, and cases there 
cited at Page 167, 114 USPQ 22 (47 TMR 1216). 

20. La. R.S, 12:4E provides: “Nothing in this Section shall abrogate or limit the 
law as to unfair competition or unfair practice in the use of trade names, nor derogate 
from the principles of law or the statutes of this state or of the United States with 
respect to the right to acquire or protect trade names.” 

There might be some question as to the force of so-called “common law” unfair 
competition rules under the civilian system of written law obtaining in Louisiana. How- 
ever, the Louisiana courts have not for a moment hesitated to apply the familiar prin- 
ciples of unfair competition in the absence of statute, See, e.g., Home Beverage Service 
v. Baas, 210 La. 873, 28 So.2d 481; New Orleans Checker Cabs v. Mumphrey, 205 La. 
1083, 18 So.2d 629; Albrecht v. Del Bondio, 188 La. 502, 117 So. 587; Round Table 
Club v. Bond, 163 La. 175, 111 So. 667; Marcev v. Mandich, 158 La. 15, 103 So. 389; 
Yellow Cab Co. v. Jones, 156 La. 837, 101 So. 216; Title & Mortgage Guarantee Co. v. 
Louisiana A. §& T. G. Co., 143 La. 894, 79 So. 529; Tefas v. Gatzoulas, 17 La. App. 276, 
135 So. 693; Grand Orient Lodge v. Jackson, 12 La. App. 555, 125 So. 306. 

21. See Louisiana cases cited in Note 20. For the test for unfair competition in 
trade names generally, see Restatement, Torts § 728. 
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plaintiff when there is no likelihood of public confusion? ** Accordingly, 
it is unnecessary to consider whether the name GUARDIAN is by its nature 
publie or private property, or has, by long use, acquired a secondary 
meaning. The conclusion, in any event, must be that defendant’s present 
use of its corporate name does not constitute unfair competition. 

It follows that the injunction prayed for must be denied. 

Judgment accordingly. 





LISTO PENCIL CORPORATION v. A & W PRODUCTS CO., INC. 
No. 60-858 — D. C., S. D. N. Y.— June 28, 1960— 126 USPQ 173 


500.58a—COURTS—BASIS OF RELIEF—INJUNCTION—PRELIMINARY 
INJUNCTION 
Court granted plaintiff an injunction pendente lite where defendant’s marketing 
of its pencils and leads was a barefaced attempt to appropriate plaintiff’s good will. 
500.22—COURTS—BASIS OF RELIEF—DRESS OF GOODS 
The Court held that where there is a complete appropriation of packaging and 
marking and product, neither palming off nor secondary meaning need be proved, 
Since production and sale of defendant’s pencil] in a dress indistinguishable from 
plaintiff’s constituted a real threat to plaintiff’s business; in addition to an injunc- 
tion pendente lite against packaging and marking similar to plaintiff’s, defendant 
was required to eliminate the distinctive features of plaintiff’s pencil or else mark 
each pencil “Not a LIsto Pencil” in letters three-sixteenth of an inch high of a color 
contrasting with that of the background. 


Action by Listo Pencil Corporation v. A & W Products Co., Inc., for 
trademark infringement and unfair competition. Plaintiff moves for in- 
junction pendente lite. Motion granted. 


Rosston, Hort & Brussel (George Brussel and Edward Labaton of counsel) 
of New York, N.Y., for plaintiff. 

Morton Amster and Amster & Levy (Henry Schweitzer of counsel) of 
New York, N.Y., for defendant. 


Dimock, District Judge. 

This is a motion for an injunction pendente lite against defendant’s 
use of the name siIsTo and against copying the design of plaintiff’s marking 
pencil sold under the name of LISTO. 

Since 1921 plaintiff’s principal business has been and continues to be 
the manufacture and sale of mechanical pencils. Since 1936 plaintiff has 
specialized in the manufacture of mechanical marking pencils No. 1620. 
Since 1921 plaintiff has used the name LISTO on its products and since 
1936 plaintiff’s marking pencil and leads have been marketed under the 
name LISTO. In the industry they are generally known as the LIsTO pencil 
and leads. The name LISTO is a trademark registered by plaintiff on 





22. Compare Metropolitan Life Insurance Co. v. Metropolitan Insurance Co., supra; 
LaTouraine Coffee Co. v. Lorraine Coffee Co., 2 Cir., 157 F.2d 115, 70 USPQ 429 (36 
TMR 271); Standard Brands v. Smidler, 2 Cir., 151 F.2d 34, 66 USPQ 337 (35 TMR 
277). See also Restatement, Torts § 717. 
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March 3, 1948 with the United States Patent Office under number 512558. 
Both pencils and leads have achieved an excellent reputation and ac- 
ceptance in the trade and among the members of the general public 
throughout the United States and Canada and other foreign countries 
where both are marketed and distributed. In the last ten years more 
than twenty-five million of the marking pencils and more than fifty 
million of the leads have been sold. The annual gross sales of each, after 
returns and allowances, have run between $314,000 and $421,000 for the 
leads and between $271,000 and $352,000 for the pencils. It is stated 
without contradiction that plaintiff is the leading seller of marking pencils 
and leads therefor in the United States. 

Plaintiff has spent an average of $50,000 annually on periodical ad- 
vertising since 1950. In over 90% of the advertisements the illustrations 
of the pencil in question and the package containing the leads therefor 
were prominently featured. In the last ten years plaintiff has spent ap- 
proximately $5,000 annually in direct mail advertising. Illustrations of 
plaintiff’s pencil and lead package were prominently featured in more 
than 90% of plaintiff’s direct mail circulars. 

In December 1959, defendant sent out to the trade samples of a 
marking pencil and leads. The pencil was a Chinese copy of plaintiff’s 
and was packed one dozen in box printed in the same black and yellow 
colors as used by plaintiff but bearing the name sisTo instead of plaintiff’s 
Listo. Defendant’s pencils bore detachable clips of the conventional type 
used to secure a pen or pencil in the pocket. On the arm of this clip 
which ended in the usual ball was the word DIxon in intaglio letters so 
faint as to escape attention on casual inspection. As a matter of fact, 
the detachable clip supplied with plaintiff’s pencil is of a slightly different 
type and bears on the band the words “Pencil No. 1620 Listo Lead No. 162” 
and on the arm the word Listo. On defendant’s box cover, however, the 
illustration shows a pencil with a clip of the type used by plaintiff rather 
than the type used by defendant. 

The identity of defendant’s packages of leads with those used by 
plaintiff is so close as to be ludicrous. The sizes of the boxes are identical. 
Each box has a checkerboard band around the top. Each box for black 
leads is black and each box for red leads is red. The legend on plaintiff’s 
box reads: 

LISTO 
LEADS 
LISTO 
Pencil Corporation 
Alameda, Calif. 
Made in U.S.A. 
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while defendant’s reads: 


SISTO 
LEADS 
SISTO 
A & W Products 
Co., Ine. 
Port Jervis, N.Y. 
Made in U.S.A. 


The interior container in each box bears the identical legend 
STOP 


uy ysng 
dOLs 


STOP - Turn Over 


IAQ WIN, 


To Open Push 
Opposite End 
Pull Out 
This Flap 


Plaintiff’s and defendant’s pencils are identical in size and in the 
size of the leads which they use. Until the appearance of defendant’s 
pencil plaintiff’s was the only marking pencil to use that particular size 
of lead. It diameter, .162”, gave the lead the number 162 which was 
replaced on defendant’s product by the meaningless number 1162. 

All in all, defendant’s marketing of its pencil and leads was a bare- 
faced attempt to appropriate plaintiff’s good will. Plaintif is entitled to 
an injunction pendente lite against the continuation of that attempt. 
Fancee Free Mfg. Co. v. Fancy Free Fashions, D.C.S.D.N.Y., 148 F.Supp. 
825, 112 USPQ 359 (47 TMR 610). As was said in Barton v. Rez-Oil Co., 
3 Cir., 2 F.2d 402, 406 (14 TMR 455), “Acts of unfair competition having 
been shown, we are warranted in concluding that the respondent is dis- 
posed to continue the same course of conduct, unless restrained.” 

Defendant, however, asserts its right to continue the marketing of 
a pencil in precisely the same form as plaintiff’s and the parties have 
submitted to me the question whether that should be specially enjoined 
pending the trial. 
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As appears from the Fancee Free case, in a situation such as this, 
where there is complete appropriation of packaging and marking and 
product, neither palming off nor secondary meaning need be proved. I 
take the rationale to be that there is a presumption of fact from such 
circumstances that the product is being palmed off. Under the rule stated 
in the quotation from the Rez-Oil case above that the wrongdoer will 
continue his wrongdoing unless restrained, I must conclude that defen- 
dant, even if it adheres to its avowed intention to eliminate all of the 
offending packaging and marking, will continue to palm off the product 
as plaintiff’s product. Plaintiff is therefore entitled to protection against 
that palming off. 

That does not solve the problem, however, for the question of the 
extent of the protection still remains. Should the injunction be limited 
to the prohibition against palming off or should it flatly prohibit the 
marketing of a pencil in the form of plaintiff’s? It is unnecessary to 
decide whether the form of plaintiff’s pencil has acquired a secondary 
meaning. Insofar as non-functional features of defendant’s pencil lend 
themselves to a continuance of defendant’s scheme to palm it off as a 
product of plaintiff, I believe that the marketing of the pencil in that 
form should be enjoined. 

As the Supreme Court said in Warner & Co. v. Lilly & Co., 265 U.S. 
526, 532 (14 TMR 247, 252) : 


“But respondent being entitled to relief, is entitled to effective relief; 

and any doubt in respect of the extent thereof must be resolved in 
its favor as the innocent producer and against the petitioner, which 
has shown by its conduct that it is not to be trusted. Clearly, the 
relief should extend far enough to enjoin petitioner, and its various 
agents, from, directly or indirectly, representing or suggesting to its 
customers the feasibility or possibility of passing off QuIN-coco for 
COCO-QUININE. The Court of Appeals held that petitioner should be 
unconditionally enjoined from the use of chocolate. We think this 
goes too far; but, having regard to the past conduct of petitioner, 
the practices of some druggists to which it has led, and the right of 
respondent to an effective remedy, we think the decree fairly may 
require that the original packages sold to druggists shall not only 
bear labels clearly distinguishing petitioner’s bottled product from 
the bottled product of respondent, but that these labels shall state 
affirmatively that the preparation is not to be sold or dispensed as 
COCO-QUININE or be used in filling prescriptions or orders calling 
for the latter.” 


Defendant says that all of the distinctive features of its pencil are 
functional. The distinctive features are the bluntness of the tip of the 
pencil, the difference in diameter of the tip from the barrel and the lo- 
cation of the place where the tip unscrews from the barrel at the point 
where the change of diameter comes. Defendant says that these features 
are functional in that the blunt tip is stronger than a sharp one, the 








| 
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change in diameter from the barrel to the tip makes the writer’s grip 
firmer and the placing of the point where the tip unscrews at the point 
where the diameter changes indicates the place of junction. I find these 
claims unsupported. There are many pencils on the market functioning 
satisfactorily with sharp tips, no change in diameter and no supplemen- 
tary indication of the place of junction. If emphasis of the place of 
junction is desirable it can be obtained by using tips of colors differing 
from those of the barrels. 

The production and sale of defendant’s pencils in a dress indistin- 
guishable from plaintiff’s constitutes a real threat to plaintiff’s business. 
There is uncontroverted evidence that the functioning of defendant’s 
pencil is far inferior to that of plaintiff’s. Thus confusion would do 
plaintiff substantial harm. 

Defendant must eliminate the distinctive features of plaintiff’s pencil 
or else mark each pencil “Not a Listo Pencil” in letters three-sixteenths 
of an inch high of a color contrasting with that of the background. 

There will issue an injunction pendente lite against continuation of 
defendant’s packaging of its pencil and leads and the marking of such 
packaging in the manner above described or any other manner which 
would lend itself to palming off and also against defendant’s marketing 
of its pencil in the form above described or any other form which would 
lend itself to palming off, unless marked “Not a isto Pencil” in letters 
the size and color above stated. 

Settle order on notice. 
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UNIVERSAL SEWING MACHINE CO., INC. v. STANDARD 
SEWING EQUIPMENT CORPORATION 


No. 72-96 —D. C., S. D. N. Y.— July 8, 1960 —126 USPQ 176 


500.75—COURTS—PLEADING AND PRACTICE—DECLARATORY JUDGMENT 
SUITS 
Where declaratory judgment sought to vindicate plaintiff’s common law right 
inhering in its trade name and to declare defendant’s Federal registration invalid, 
Court held a justiciable controversy was absent since defendant had never threatened 
plaintiff, directly or indirectly, or in any manner with litigation. Patent Office 
Interference proceedings pending between the parties was held not to satisfy the 
requisites of a justiciable controversy (footnote 1). 
100.44—FEDERAL TRADEMARK ACTS (CONSTRUCTION OF STATUTES)— 
ACT OF 1946—SEC. 14 
100.51—FEDERAL TRADEMARK ACTS (CONSTRUCTION OF STATUTES)— 
ACT OF 1946—SEC. 21 
100.67—FEDERAL TRADEMARK ACTS (CONSTRUCTION OF STATUTES) — 
ACT OF 1946—SEC. 37 
500.6—COURTS—JURISDICTION 
A suit for cancellation of Federal registration cannot be independently main- 
tained in District Court under Lanham Act without some other basis of jurisdiction. 
Sections 14 and 21 of Lanham Act would seem to require that remedy be 
sought administratively in Patent Office. Under certain circumstances administrative 
remedies and District Court remedies under Sections 14 and 37 are concurrent (see 
Simmonds Aerocessories v. Elastic Stop Nut Corp., 48 TMR 1469). However, where 
there is no other basis for jurisdiction, an original suit may not be maintained in 
District Court. 
500.1I—COURTS—BASIS OF RELIEF—IN GENERAL 
The Court found that defendant adopted the mark UNIVERSAL for new home 
sewing machines with no intention of poaching on the good will of plaintiff who 
used mark UNIVERSAL in rebuilding used sewing machines, principally industrial 
machines; and held since plaintiff never intended to expand into the new home 
sewing machine business, absence the likelihood of confusion, plaintiff eculd not 
succeed in its action for infringement and cancellation of defendant’s federal 


registration. 
600.4—CONFUSING SIMILARITY—CLASS OF GOODS 
The Court held the test of likelihood of confusion to determine plaintiff’s right 
to cancellation of defendant’s Federal registration was the same test applied in 
actions for infringement or unfair competition. Applying this test, Court found 
no likelihood of confusion between UNIVERSAL for home sewing machines and UNI- 
VERSAL for rebuilt used sewing machines, principally for industrial use. 


Action by Universal Sewing Machine Co., Inc., v. Standard Sewing 
Equipment Corporation for declaratory judgment as to rights to trade- 
mark, and for trademark infringement, unfair competition, and cancel- 
lation of trademark registration. Complaint dismissed. 

Henry L. Burkitt, of New York, N.Y., for plaintiff. 
Gordon, Brady, Caffrey & Keller (LeRoy C. Curtis and James V. Joy, Jr., 
of counsel) of New York, N.Y., for defendant. 











Vol. 50 TMR UNIVERSAL SEW. MACH. v. STANDARD SEW. EQUIP. 1243 





Murphy, District Judge. 

The parties to this trademark controversy are both New York cor- 
porations and the plaintiff has no registered mark. Although the action 
has been pending for almost eight years defendant made no motion to 
test the sufficiency of plaintiff’s claim or the court’s jurisdiction until 
the first day of trial. We reserved decision on the motion and tried the 
ease on the merits. 

Plaintiff’s complaint seeks four different forms of relief: (1) a de- 
claratory judgment declaring its prior right to the trademark UNIVERSAL 
for which defendant has procured registration in the Patent Office under 
the provisions of the Lanham Act, 15 U.S.C.A. 1051-1127; (2) to enjoin 
defendant from further use of that mark; (3) damages for infringement 
and unfair competition, and (4) to cancel defendant’s federal registra- 
tion of the said mark. 

Since the declaratory judgment prayed here seeks to vindicate plain- 
tiff’s common law rights inhering in its trade name (we will assume that 
plaintiff used its name as a common law trademark) that claim, not 
based on a federal right, is not independently enforceable in this court. 
And even if we construe that claim as one to declare defendant’s federal 
registration invalid, similarly as with respect to patents, the same result 
would obtain because of the absence of a justiciable controversy, i.e., 
defendant has never threatened plaintiff, directly or indirectly, or in any 
manner, with litigation. Cf. Eastman Kodak Company v. Velveray, 175 
F.Supp. 646, 122 USPQ 603 (49 TMR 1299) (S.D.N.Y., 1959).2 Neither 
could the claims for infringement unfair competition, or for an injunction 
stand by themselves jurisdictionally under the facts disclosed herein. The 
only colorable basis for federal district court jurisdiction to be found 
under the complaint is with regard to the suit for cancellation. 

But after analyzing the statutes and cases construing them, we are 
of the opinion that, absent some other basis of jurisdiction, a suit for 
cancellation by one in plaintiff’s position may not be independently main- 
tained in this court. 

Section 14 of the Lanham Act, 15 U.S.C.A. 1064, provides in part 
that, “Any person who believes that he is or will be damaged by the 
registration of a mark on the principal register * * * may upon the 
payment of the prescribed fee, apply to cancel said registration * * * .” 
Section 39 of that Act, 15 U.S.C.A. 1121, provides for jurisdiction in 
the district courts “of all actions arising under this chapter, without 

















1. Plaintiff here is not exposed to any infringement action since defendant con- 
cedes the prior use and right of plaintiff to continue the use of its corporate trade name. 
Cf. King Kup Candies, Inc. v. H. B. Reese Candy Company, 134 F.Supp. 463, 107 
USPQ 50 (D. Pa., 1955), on reargument, 140 F.Supp. 115, 109 USPQ 226 (46 TMR 
814) and Magic Foam Sales Corp. v. Mystic Foam Corp., 167 F.2d 88, 90-91, 77 USPQ 
66, 67-68 (38 TMR 550) (6th Cir., 1948). In our opinion the controversy between the 
parties as to which of them has the prior right to registration of the mark UNIVERSAL, 
now pending in the Patent Office Interference proceeding, does not satisfy the requisites 
of a justiciable controversy ripe for federal court jurisdiction. 
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regard to diversity or lack of diversity of the citizenship of the parties.” 
Section 14, together with § 21, 15 U.S.C.A. 1071, would seem to require 
that the aggrieved party’s remedy of cancellation must be sought in the 
administrative tribunals of the Patent Office and then, if unsuccessful, 
by appeal to the Court of Customs and Patent Appeals, or in the alterna- 
tive, to then proceed in the district court under § § 145, 146 of Title 35.7 
In other words, one seeking cancellation offensively and relying solely 
upon that claim for federal jurisdiction would seem to be relegated to 
first exhausting his administrative remedies before resorting to the courts. 
Such a situation, exemplified by the instant action, must be distinguished 
from the cases where there is present some independent basis of federal 
jurisdiction, and wherein the validity of a registered trademark is brought 
into issue, for example, by way of defense (Bascom Launder Corp. v. 
Telecoin Corp., 204 F.2d 331, 335, 97 USPQ 186, 188 (43 TMR 724) 
(2d Cir., 1953)) or counterclaim. See, eg., Avon Shoe Co. v. David 
Crystal, Inc., 171 F.Supp. 293, 297, 121 USPQ 397, 400 (49 TMR 731) 
(S.D.N.Y., 1959), aff'd — F.2d —, 125 USPQ 607 (2d Cir., 1960). The 
issue may arise also as in the case of Simmonds Aerocessories v. Elastic 
Stop Nut Corp., 257 F.2d 485, 118 USPQ 187 (48 TMR 1469) (3d Cir., 
1958). There there was diversity of citizenship present, the monetary 
prerequisite involved, and a justiciable controversy because the defendant 
therein had in effect threatened the plaintiff with litigation for infringe- 
ment of defendant’s registered trademark. Plaintiff there, as here, had 
no registered mark and sought, inter alia, cancellation of defendant’s 
registration. The Court of Appeals in Simmonds said that the adminis- 
trative remedies were concurrent with those provided in §37 of the 
Lanham Act, 15 U.S.C.A. 1119, which provides as follows: “In any action 
involving a registered mark the court may determine the right to reg- 
istration, order the cancellation of registrations, in whole or in part, restore 
canceled registrations, and otherwise rectify the register with respect to 
the registrations of any party to the action. Decrees and orders shall 
be certified by the court to the Commissioner, who shall make appropriate 
entry upon the records of the Patent Office, and shall be controlled thereby.” 
We agree with the result in that case but not with the statement that 
the remedies of § 14 and § 37 are concurrent if that were taken to mean 
as is here contended, that an original suit may be instituted by one in 
the position of the present plaintiff, in the district court for cancellation 
of another’s federal registration where no other basis of jurisdiction is 
present. Compare the cases cited by that court in support of its statement 
(p. 491, 118 USPQ at 191) and also the cases cited in Note 2, supra. In 
our view § 37 assumes a properly instituted and otherwise jurisdictionally 


2. See e.g., Nehi Corp. v. Mission Dry Corp., 117 F.Supp. 116, 100 USPQ 38 
(44 TMR 497) (D. Del., 1953); Viscol Co. vy. Socony-Vacuum Oil Co., Inc., 90 F.Supp. 
499, 86 USPQ 260 (40 TMR 426) (S.D. N.Y., 1950); Stern Apparel Corp. vy. Raingard, 


87 F.Supp. 621, 83 USPQ 293 (S.D. N.Y., 1949). 
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supportable action involving a registered mark. That not being the case 
here, we are without jurisdiction of the subject matter and upon that 
ground we must dismiss the complaint. 

However, upon the assumption that we may be in error in that dis- 
position, we will proceed to determine the merits and we will assume that 
we have pendent jurisdiction of all the claims with the exception of that 
seeking a declaratory judgment. As to that claim there is a complete 
absence of a justiciable controversy. 

Plaintiff was incorporated in 1935 and is wholly owned by its presi- 
dent and secretary, Morris Shapiro. Although Shapiro has been in the 
sewing machine business since 1910, substantially all of plaintiff’s business 
is in rebuilding used sewing machines, principally industrial machines 
used in the canvas and awning trade. Its source of supply is various 
secondhand dealers. It buys, sells and rents machines, and also repairs 
them and sells parts and accessories. Plaintiff’s letterhead lists ten dif- 
ferent brands of machines it deals in, including SINGER, MERROW, UNION 
BUTTON SEWER, etc. It has never handled machines with only the trade- 
mark UNIVERSAL. All of plaintiff’s sales, repairs or rentals are conducted 
at its sole place of business in Manhattan. After a sale is made, or a 
machine repaired or rented, and while in the shipping room, plaintiff 
affixes to such machine its decaleomania (decal) bearing its corporate 
name, address and telephone number. This decal is affixed to show the 
name of plaintiff as the dealer as distinguished from the brand name of 
the original manufacturer which is left intact on the machine. The decal 
also serves to advertise plaintiff as well as for ready reference by the 
purchaser in the event repairs are needed. Plaintiff’s sales of new home 
sewing machines total about 22 since 1949, and many of those were pro- 
cured specially by plaintiff to fill some customer’s order. The extent of 
advertising done by plaintiff is encompassed in the New York City classified 
telephone directory and in two trade journals. Fraser’s Canadian Textile 
Directory and The National Canvas Review. The cost of this advertising 
approximates $300 per year. 

Prior to defendant’s formation in 1947, its president and presently 
sole shareholder, together with one Harry Kron, formed a Massachusetts 
corporation of the same name as defendant, which conducted a second- 
hand reconditioning and sales business of used home sewing machines. It 
moved to New York in 1947, formed defendant and began importing new 
home sewing machines from England and then Italy. The Massachusetts 
corporation was dissolved and the business of the defendant was there- 
after confined to the field of new home machines. The Italian machines 
bore the name UNIVERSALE, which name prior to importation and at de- 
fendant’s direction, was Americanized to UNIVERSAL. Defendant’s imports 
are now solely from manufacturers in Japan. Defendant’s business con- 
sists of the distribution and sale, nationally and in some foreign countries, 
of a complete line of new home sewing machines under the trademark 
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UNIVERSAL. Besides New York, it has branch offices in Chicago and Los 
Angeles. Defendant imports the machine heads and then assembles them 
with cabinets and motors and sells wholesale to jobbers and retail outlets 
which in turn sell to the ultimate consumers. Since May 1955, pursuant 
to an order of the Federal Trade Commission, defendant has used its 
corporate name in conection with the mark UNIVERSAL. Defendant’s adver- 
tising is modest but more extensive than plaintiff’s. That evidence was 
limited to the years 1955-1959. The average cost from 1955 to 1957 was 
$20,000, and in 1958 and 1959 it averaged $30,000. It appeared that 
defendant placed advertisements in magazines such as Vogue, McCall’s 
and Good Housekeeping, in trade journals, telephone directories, and in 
1949 in the New York Sunday News, and in 1952 in the Daily News. 
Defendant’s first advertisement in the New York Classified Directory 
was in 1949. Plaintiff’s objection to the publisher resulted in the dis- 
continuance of that listing until 1954. It appeared also that there was 
much advertising of the UNIVERSAL sewing machine by defendant’s dealers 
for which defendant did not have to contribute. 

It is undisputed that defendant applied for federal registration of 
the mark UNIVERSAL in October 1948; that in 1949 defendant succeeded 
in a Patent Office proceeding in effecting, on grounds of abandonment, 
the cancellation of the registration of that same mark which had been 
issued to the White Sewing Machine Company in 1933, and that defen- 
dant’s registration was granted on April 4, 1950. Plaintiff, after notice 
of the forthcoming registration and unable to arrest its issuance, applied 
itself to the Patent Office for registration of the same mark on March 30, 
1950. Interference proceedings were set up subsequently upon plaintiff’s 
demand, and after the filing of this suit in December 1951, were sus- 
pended pending its outcome. 

We are of the opinion that plaintiff cannot succeed upon any of the 
claims asserted. We are satisfied from the evidence and exhibits in this 
ease that defendant had no intention of poaching on the good will of 
plaintiff, or to divert plaintiff’s customers to itself. It did not, nor intend 
to, palm off its goods as those of the plaintiff. The situation here is quite 
the reverse of that. The fact is, and concededly so, that the parties are 
not competitors and it does not appear that plaintiff ever attempted or 
intended to expand into the new home sewing machine field. Nor do we 
believe defendant adopted the mark UNIVERSAL consciously and deliberately 
knowing of plaintiff’s existence. Notwithstanding these facts, we are mind- 
ful that defendant would not necessarily be protected against an action 
for infringement or cancellation if in fact there existed deceiving potential 
or confusing similarity between its adopted mark and plaintiff’s corporate 
trade name. Cf. Best & Co. v. Miller, 167 F.2d 374, 77 USPQ 133 (38 
TMR 543) (2d Cir., 1948) ; LaTouraine Coffee Co., Inc., 157 F.2d 115, 118, 
70 USPQ 429, 432-433 (36 TMR 271) (2d Cir., 1946). Section 2 of the 
Lanham Act, 15 U.S.C.A. 1052(d), would preclude registration of a trade- 
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mark if it “Consists of or comprises a mark which so resembles a mark 
* * * or trade name previously used in the United States by another 
and not abandoned, as to be likely, when applied to the goods of the 
applicant, to cause confusion or mistake or to deceive purchasers.” Since 
it is not disputed that plaintiff had long prior to defendant used its cor- 
porate title, we must inquire into the question of likelihood of confusion. 

The test for likelihood of confusion, to determine plaintiff’s right to 
cancellation here, is the same applied in actions for infringement or unfair 
competition, viz., “whether the second comer’s name, mark or make-up 
is close enough to the first-comer’s to make it likely that those who deal 
with the first will understand that the first is the source of goods in 
fact emanating from the second.” Artype, Inc. v. Zappulla, 228 F.2d 695, 
697, 108 USPQ 51, 53 (46 TMR 421) (2d Cir., 1956). Under this con- 
fusion of source criterion, it is sufficient if defendant’s products are similar 
enough to plaintiff’s to be likely to mislead purchasers into thinking that 
its products were manufactured or sold by plaintiff. Admiral Corp. v. 
Penco, Inc., 203 F.2d 517, 520, 97 USPQ 24, 26 (43 TMR 616) (2d Cir., 
1953). 

This possibility or likelihood of confusion it would seem must exist 
prior to or at the time a customer purchases the goods. Under the circum- 
stances and evidence of this case we find no such possibility or likelihood 
exists. There is no evidence here of any instance of a purchaser buying 
defendant’s product in the belief that it was plaintiff’s. A purchaser who 
deals with and is familiar with the plaintiff and the nature of its business, 
in our opinion, will not be confused or misled to believe that defendant’s 
line of new home sewing machines originates with plaintiff. With one 
who is not familiar with plaintiff, likelihood of being misled or confused 
is even more remote. Clearly, in no sense has the word UNIVERSAL become 
so allied with plaintiff as to create a secondary meaning for the term. 
Cf. Landers, Frary & Clark v. Universal Cooler Corp., 85 F.2d 46, 30 
USPQ 248 (26 TMR 591) (2d Cir., 1936). 

After a purchase has been made from defendant or one of its dis- 
tributors or retailers, and when repairs or parts are sought, there is a 
possibility that plaintiff may be carelessly mistaken as the ultimate source 
of the goods theretofore purchased, but in the majority of cases only then 
if the customer has to resort to a New York City telephone directory to 
find the location of a repair shop or outlet handling sewing machine parts 
or dealing in repair services and even this possibility has been reduced 
to the minimum since 1955 when defendant was required to place its cor- 
porate name on its trademarked machines. The evidence submitted by 
plaintiff on the issue of confusion by customers consisted of letters and 
telephone calls. There were some 70 letters received between 1950 and 
1959 from people in 14 different states and various parts of New York 
seeking to obtain parts, repairs or information regarding the purchase or 
instructions for the operation of UNIVERSAL home sewing machines. Plain- 
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tiff admits that one-fourth of these were written at its suggestion to people 
who telephone first for the information. The telephone calls indicating 
confusion were noted in a special memorandum book kept by plaintiff 
starting in April 1952, after this case had been instituted. The entries 
were made therein by plaintiff's bookkeeper, who did not testify, and 
assuming the book was properly in evidence under 28 U.S.C.A. 1732, it 
indicates generally that some four to five calls per day came in between 
May and October, 1952; six calls in November 1952, and four calls in 
December 1952. In 1953 there were a total of 22 calls; in 1954 there 
were seven; two in 1955; three in 1956; 28 in 1957; 12 in 1958, and in 
1959 there were five calls. All of these callers, the plaintiff’s president 
testified, sought the same information as the letter writers and in addition 
there are numerous among them alleged to be complaints as to the per- 
formance of the callers’ machines. None of the writers or callers had 
previously had any connection with plaintiff. We have serious doubts 
as to the accuracy of the entries and ‘thir trustworthiness but even ac- 
cepting this evidence, in context, it does not in our opinion add up to 
confusion in the legally accepted sense of that term necessary to a holding 
that would require defendant’s registration to be cancelled or to sustain 
the assertion of claims of infringement or unfair competition. Cf. Par- 
fumerie Roger & Gallet v. M.C.M. Co., Inc., 24 F.2d 698 (18 TMR 139) 
(2d Cir., 1928). Thus a finding of an absence of confusion at the critical 
times, and in effect lacking altogether, is further justified in a situation 
such as this where the parties do not in fact compete, where admittedly 
no loss of customers has occurred in a period extending over ten years, 
and particularly where the mark, in no sense fanciful, (cf. France Milling 
Co. v. Washburn-Crosby Co., 7 F.2d 304, 306 (15 TMR 185) (2d Cir., 
1925) ), consists solely of a simple common word that has been in the 
public domain since time immemorial.® 

Plaintiff, relatively unknown to the purchasing public and serving a 
different market than defendant (one used industrial sewing machines 
and the other new machines for the home) and confusion presently possible 
only in the sense that inadvertence or mistake must be anticipated even 
with ordinarily prudent purchasers—certainly not likely here from an 
appreciable number—has failed to persuade us upon any of the claims 
asserted and the complaint should be dismissed accordingly. 

Submit decree. 

This opinion is filed in lieu of findings of fact and conclusions of law. 


3. Inthe F.T.C. proceeding wherein defendant was a respondent, Paragraph Twelve 
of the Findings of Fact, incorporated into the final order of the Commission, dated 
May 2, 1955, contained the following: “* * * respondents have shown there are some 
256 listings in the Manhattan telephone directory of corporations or organizations part 
of whose business name is the word UNIVERSAL and some 85 similar listings in the 
Philadelphia telephone directory; that the U. S. Patent Office has issued trademark 
registrations to 64 business concerns throughout the country for the brand name UNI- 
VERSAL of which * * * three, other than respondents, are to concerns using such trade 
names on sewing machines * * *.” But ef. Landers, Frary §& Clark v. Universal Cooler 
Corp., 85 F.2d 46, 30 USPQ 248 (26 TMB 591) (2d Cir., 1936). 
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LINCOLN RESTAURANT CORP., et al., doing business as 
WOLFIES et al. v. WOLFIES REST. INC. 


No. 16936—D. C., E. D. N. Y.— June 16, 1960—126 USPQ 353 


500.32e—-COURTS—NAMES—PERSONAL NAMES 
500.58b—COURTS—SCOPE OF RELIEF—INJUNCTION—PERMANENT 
INJUNCTION 
Plaintiffs, proprietors of two Miami Beach WOLFIES restaurants, are entitled to 
an injunction against defendants’ use of the name WOLFIES on their restaurant in 
Brooklyn where defendant adopted the name with knowledge of the use of it by 
plaintiffs. 
500.74a—COURTS—PLEADING AND PRACTICE—EVIDENCE—IN GENERAL 
Defendants’ alleged reasons for their adoption of the name WOLFIES are not 
convincing, and the evidence which indicates that the mark was adopted for the 
purpose of deceiving the public is such that plaintiffs are entitled to an injunction. 


Action by Lincoln Restaurant Corp. and Collins Restaurant Corp., 
doing business as Wolfies and Wolfies Twenty-First Street Restaurant, Inc. 
v. Wolfies Rest. Inc. for unfair competition. Judgment for plaintiffs. 

See also 50 TMR 1270. 


Shapiro, Gubman & Sitomer (Joseph Gubman of counsel) of New York, 
N.Y., for plaintiffs. 
Raphael, Searles, Levin & Vischi, of New York, N.Y. (Joseph A. Solovet, 


of Brooklyn, N.Y., of counsel) for defendant. 

Byers, District Judge. 

This is an unfair competition case in which plaintiffs, two Florida 
restaurant corporations conducted as a joint venture, seek to enjoin the 
defendant, a New York restaurant corporation, from using the name 
WOLFIES in any manner. Thus it is a true diversity case. 

The circumstances are unusual in that the parties are not in direct 
competition, since they operate in areas so widely separated as Miami 
Beach (and perhaps other places) in Florida, and the Borough of Brooklyn 
in the City of New York. 

If the theory of the plaintiffs is understood, it is that they have the 
right to protest against the use in Brooklyn of their trade name because 
of the large number of persons from Brooklyn who visit Miami Beach 
during the tourist season, and patronize the plaintiffs. In other words, 
that the trade name and good will of the plaintiffs may not be legally 
transported to Brooklyn and taken advantage of by the defendant in the 
prosecution of its own business through the mere adoption of the name 
WOLFIES. 

Since the same activity—the conduct of restaurants—is common to 
both, the plaintiffs’ cause cannot be said to be lacking in substance, in light 
of the evidence presently to be discussed. 

It has been effectually established that the plaintiffs do not claim to 
have suffered any financial loss to be traced to the use of the name WOLFIEs, 
which eliminates any such aspect of the controversy. 
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It is not disputed that the plaintiffs as early as 1952 began doing res- 
taurant business in Miami under the name WOLFIEs or WOLFIES RESTAURANT. 
The process which led to that development is presently unimportant. Nor 
is there any question that the business so established grew and flourished 
in the succeeding years, down to the time when this suit was started in 
September of 1956. There were extensive advertising expenditures by the 
plaintiffs during these years. 

The important inquiry with which the court is concerned at the outset, 
is whether the adoption of the name woLrigEs by the defendant was a purely 
fortuitous thing, or a deliberate effort to create a false impression to the 
effect that the Florida restaurants and that of the defendant constituted 
the same or related enterprises. 

Of course the defendant denies any such purpose or intent, and argues 
that the very remoteness of Brooklyn from Miami proves the innocence 
of its motives in assuming the trade name WOLFIEs. It is required therefore 
to weigh the evidence closely to reach a conclusion on this aspect of the case. 

That the plaintiffs jointly operate two large and flourishing restaurants 
in Miami Beach, Florida, under the name WOLFIEs is an undisputed fact; 
also that the word WOLFIEs is prominently displayed on large electric signs 
(8 ft. x 12 ft.) in connection with each establishment and that during 
the tourist season they serve together some 10,000 customers per day. The 
advertising done is extensive and includes newspapers, radio and television. 

The said two restaurants have used woLFiks as their trade name since 
not later than January of 1952. So much is conceded and hence requires 
no finding. 

There is substantial evidence that the plaintiffs and their predecessors 
used the name as early as 1947, but no finding is made to that effect since 
the fact of priority is more important than its precise stature. 

The defendant restaurant was opened about February 12, 1954, and 
the corporation was organized January 5, 1954. These dates are not con- 
tested and hence require no finding. 

There was actual knowledge on the part of the defendant corporation 
at the time the name WOLFIEs was adopted, that there was a WOLFIEs res- 
taurant in Florida. That fact was testified to by defendant’s vice-president, 
Gilman, and is thus established for present purposes, not having been 
contradicted by any other officer of defendant. 

Since the choice was informed and deliberate, all legal consequences 
flowing therefrom were necessarily reckoned with by the defendant. 

A recent quotation from Karen etc. v. Chiaverotti, 181 F.Supp. 827, 
830, 125 USPQ 11, 13, seems justified, although the facts in that case 
were more stringently against that defendant than are here present: 


“In any event, as stated in Adam Hat Stores, Inc. v. Scherper, 
D.C., 45 F.Supp. 804, 806, 54 USPQ 232, 234 (32 TMR 430), any 
rights of a second user in a territory not already occupied by the first 
user are subject to the conditions: 
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‘* * * that the second user must have innocently adopted 
the mark and must show it was not adopted for the purpose of 
forestalling the first user’s extension of his mark in that terri- 
tory.’” 


For a succinct statement of the rights of a prior user of a trade name, 
see White Tower etc. v. White Castle etc., 90 F.2d 67 at 70, 33 USPQ 573, 
575 (27 TMR 600). 

As bearing upon the reasons for the selection of the name in litigation, 
the testimony for the defendant is (p. 361) : 


“The Witness: (Gilman) There were several reasons why we 
used it, your Honor. 

“The Court: What did you use it in connection with? (Note, 
he had said that the name was adopted ‘prior to opening the store.’) 

“The Witness: Number one, Sam Pollack’s father, who helped 
him along in getting into this deal with us, his name is Wolf Pollack. 

Number two, Joe Gershman has been called Wolfie since he has 
been a boy. 

Number three, the sign, and it still is there, is a sign reading 
Jackie’s, a stainless steel sign across the entire length of the building. 

We tried to save money and so conserve expenses, and because 
the previous reasons, we still have the word, I-E-S, saved, and salvaged 
from that sign, and we added W-O-L-F.” 


As to the first, Samuel Pollack is the president of the defendant, but 
why his father’s name should have been chosen to identify the defendant’s 
restaurant, as so stated, is not easy to follow, in the absence of a convincing 
statement by Pollack himself on the subject. 

Concerning the second reason, Joseph Gershman, the secretary and a 
stockholder of the defendant, is said to have been known by the name 
Wolfie since boyhood because of his manifest attractions for the opposite 
sex. His age does not appear, but the reason in 1954 for reverting to his 
adolescent proclivities, when the defendant’s business was established, for 
the purpose of creating a commercial identity, impressed the Court as being 
entire synthetic. 

Reason three, the economical use of the electric sign, becomes obvi- 
ously trivial when the number of available four letter masculine name 
abbreviations is brought to mind. 

The explanation thus offered for the selection of the name WOLFIES 
is found to be specious and incompatible with anything but a purpose to 
capitalize in Brooklyn upon the trade name WOLFIEs first adopted by the 
plaintiffs in Miami Beach, Florida, as heretofore stated. 

Any possible doubt concerning the foregoing is dispelled by a com- 
parison between Plaintiffs’ Exhibit 1, the menu used by plaintiffs at the 
time of institution of this suit, and Plaintiffs’ Exhibit 4, a menu used 
by defendant in 1954, and probably in 1955, although the record is not 
clear as to that. 
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The second so closely resembles the first in color, pictorial design, 
arrangement and general appearance as to exclude any purpose in its 
adoption save to make as close a copy of the plaintiffs’ menu as the cir- 
cumstances of different locations would permit, and thus to suggest a 
close relationship between the plaintiffs’ and the defendant’s establishments. 

In the event of an appeal from this decision, I venture to suggest 
that these two exhibits be physically submitted for the inspection of the 
reviewing court. . 

The testimony of defendant’s witnesses as to how the defendant’s said 
menu came to be adopted, including that of the printer, is rejected as 
being palpably unconvincing; the exhibits speak for themselves with over- 
whelming persuasion. The defendant’s case gained nothing from this 
testimony. 

A later version of Exhibit 4 contained the words “Not connected 
with any other establishment” in red 1/16” letters at the bottom of the 
center or inside of the menu. 

How far those words so appearing would divert attention from the 
entire showing made by the outside of the cover, is too argumentative for 
present discussion. They should be considered, however, in connection with 
the words, 


““WOLFIE’S FLORIDIAN STYLE FRENCH TOAST,” 
““WOLFIE’S FLORIDIAN STYLE FOUNDATION CREATIONS,” 
“WOLFIE’S FLORIDIAN STYLE SUNDAE DELIGHTS,” 


all of which appear either on the inside, or back cover. The assertion that 
the terminology was suggestive of flowers rather than Florida, is char- 
acteristic of the defendant’s entire presentation. 

The plaintiffs caused written notice to be given to the defendant, 
under date of April 20, 1954, to cease and desist from using the name 
WOLFIEs which contained these words “That if you don’t accord with this 
notice, we will take advantage of our legal rights.” 

The letter was ignored, but served the purpose of putting the de- 
fendant on notice (within two and one-half months of the opening of the 
restaurant) that the continued use of WOLFIEs might involve legal conse- 
quences. The defendant chose to disregard this notice, and in so doing 
must be held to have contemplated all probable consequences. 

With the factual finding above made, it is required to consider certain 
contentions of law advanced by the defendant: 


(1) The plaintiff is confronted by Res Judicata. 

This draws attention to a proceeding in the Supreme Court of New 
York, County of Kings, which resulted in an order dated December 3, 
1954, denying these plaintiffs’ motion for statutory relief, in a proceeding 
under Section 964 of the New York Penal Law having to do with the 
alleged unlawful use by the present defendant of the word woLriEs within 
the contemplation of the statute, 
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The legal effect of that proceeding was the subject of an opinion by 
Judge Zavatt dated March 25, 1960, 126 USPQ 352, as the result of a 
motion made by the defendant pursuant to Rule 56 of the Federal Rules 
of Civil Procedure, for summary judgment. 

It is unnecessary to repeat what appears in the said decision which 
denied the motion on the ground that this being an action for unfair com- 
petition, the issues are not the same as those presented to the State Court. 

An order was entered pursuant to said decision, from which no appeal 
was taken, (See, as to appealability, Federal Glass etc. v. Loshin, 217 F.2d 
936) and it therefore effectually disposed of the question for present 
purposes. 

The said State Court proceeding is of interest in that it shows that 
during the year 1954 these plaintiffs undertook to pursue certain legal 
remedies against this defendant touching the matters here in controversy, 
although that effort seems to have been ill advised as a matter of law. 

It results that as to this argument, the defendant cannot prevail. 


(2) There is no actual competition between these parties and there- 
fore the plaintiffs cannot succeed, because of the territorial difference in 
their fields of activity. 

There are cases which seemingly support this contention, such as: 

Lerner etc. v. Lerner, 162 F.2d 160, 73 USPQ 524 (37 TMR 452): 
This case involves the use by defendant of his own surname, Lerner, not 
a fanciful trade name having no true significance as a family name. The 
other facts discussed in the opinion clearly distinguish the issues with 
which that court had to deal from those here involved. Thus the decision 
is not apposite. 

Pike v. Ruby Foo’s etc., 116 F.Supp. 336, 99 USPQ 312 (44 TMR 409) : 
This case involved a receiver’s sale of corporate assets, which the court 
held to include a trade name. Comments in that connection are confined 
to the question presented for decision. 

Carroll v. Duluth, etc., 232 F. 675 (6 TMR 395) (1916): To the 
extent that the opinion discusses geographical limitations in an unfair 
competition case, it cannot be regarded as of current authority. 

El Chico, Inc. v. El Chico Cafe, 214 F.2d 721, 102 USPQ 267 (44 
TMR 1307): The parties were not in the same line of business and there- 
fore relief was denied to plaintiff. 

The following cases are in point as to the facts involved, and are 
clearly authorities to the effect that the plaintiffs are entitled to the relief 
that they seek: Ambassador East, Inc. v. Orsatti, Inc., 257 F.2d 79, 118 
USPQ 47 (48 TMR 1251); Stork Restaurant v. Sahati, 166 F.2d 348, 76 
USPQ 374 (38 TMR 431); Stork Restaurant v. Marcus, 36 F.Supp. 90, 
48 USPQ 306 (31 TM 132); Brass Rail, Inc. v. Ye Brass Rail, etc., 43 
F.Supp. 671, 36 USPQ 192 (28 TMR 408); Ambassador East v. Shelton 
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Corners, 120 F.Supp. 551, 101 USPQ 180 (44 TMR 828) ; Maison Prunier 
v. Prunier’s Restaurant, etc., 288 N.Y.S. 

In conclusion, it is to be observed that even if the defendant believed 
that it was within its legal rights, under the circumstances, in adopting 
and using the name WOLFIES, this was a mistaken view, and cannot deprive 
the plaintiffs of the cause that they have pleaded and adequately presented. 

Decree is ordered for plaintiffs for an injunction as prayed, on the 
merits; and since they have adequately waived any claims for damages, 
which could not have been proved according to the testimony, the judg- 
ment will be so limited. 

If additional findings are desired, they are to be settled on notice. 

Settle decree. 





IN RE McILHENNY COMPANY 
Appl. No. 6556 -— CCPA— May 24, 1960 —126 USPQ 138 


200.19-—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (EX PARTE)— 
FEATURES OF GOODS—PACKAGES AND CONFIGURATIONS 
An inherently non-distinctive bottle is not registrable on the Principal Register 
absent a clear and convincing showing of acquired distinctiveness under Section 2(f). 


Application for trademark registration by McIlhenny Company, Serial 
No. 15,478 filed September 11, 1956. Applicant appeals from decision of 
Trademark Trial and Appeal Board refusing registration. Affirmed; 
Worley, Chief Judge, concurring in the result without opinion; Rich, 
Judge, concurring with opinion. 

Case below reported at 49 TMR 1138. 

Mead, Browne, Schuyler & Beveridge, William E. Schuyler, Jr., and 
Andrew B. Beveridge (Francis C. Browne of counsel) of Washington, 
D.C., for appellant. 

Clarence W. Moore for Commissioner of Patents. 

Before Wor.Ey, Chief Judge, and Ric, Martin, and Smiru, Associate 
Judges. 

MARTIN, Judge. 

This appeal is from the decision of the Trademark Trial and Appeal 
Board affirming the trademark examiner’s refusal to register on the 
Principal Register for pepper sauce a mark which “consists of a capped 
bottle of pepper sauce.” 

The specimen filed with the application for registration is a bottle 
having a cylindrical body about 3 inches high and about 1% inches in 
diameter, and a tapering portion terminating in a cylindrical neck about 
¥% inch in diameter and which, including a threaded mouth portion, is 
about 2%4 inches in height. Adjacent the threaded mouth portion is an 
inverted truncated conical portion somewhat wider at its base than the 
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neck, and which tapers to where it meets said threaded mouth portion. 
The bottle is topped with an octagonal cap having the name MCILHENNY 
appearing in raised letters on its top. The bottle’s bottom is inscribed with 
appellant’s TABASCO trademark. The drawing of that sought to be regis- 
tered shows only the bottle and cap configuration. Use of the bottle and 
its accompanying cap in commerce since March 12, 1927, has been alleged. 

It is stated to be used “by forming a container and cap as shown in 
drawing and filling it with pepper sauce * * *.” The board said, 120 
USPQ 284 (49 TMR 1138), “That a bottle of a product cannot be a trade- 
mark for the product is too obvious to require discussion,” but found 
that both the examiner and the applicant had treated the application as 
if it were one to register the configuration of a bottle for use with pepper 
sauce. Accordingly, the board also so treated the application. 

The board’s statement of the principal issue was 


There is left for consideration only the question of whether the 
conformation of applicant’s capped and unlabeled bottle is distinctive 
of applicant’s pepper sauce. [Emphasis ours. ] 
The answer to that question was that the “record does not support a finding 
that the bottle and cap—without the label, neck wrapping and, above all, 
the well-known mark TABASCO is a mark identifying and distinguishing 
applicant’s goods.” Additionally, the board said “There is nothing par- 
ticularly distinctive about either the shape or size of the bottle or the 
closure.” The case of Ex parte Haig & Haig Ltd. [the prncu bottle case], 
118 USPQ 229 (48 TMR 1031), was held not to be controlling in appel- 
lant’s favor. 

It is, of course, appellant’s position that its bottle is registrable on 
the Principal Register. Its argument proceeds as follows: 


1. A bottle may be a trademark, i.e., a symbol or device under § 45.2 
The Haig & Haig case supports such a conclusion and to this the Patent 
Office is agreed. 


2. All that an applicant need show under § 45 is that the symbol 
or device be “adopted and used by * * * [it] to identify its goods and 
distinguish them from those manufactured or sold by others.” 


3. Since appellant has adopted and used the bottle conformation 
with the intent? that it identify its goods and distinguish them from those 
of others, § 45 is satisfied, it is a trademark, and it is entitled to registra- 
tion unless barred by § 2. 


1. “Trademark. The term ‘trademark’ includes any word, name, symbol, or device 
or any combination thereof adopted and used by a manufacturer or merchant to identify 
his goods and distinguish them from those manufactured or sold by others.” 

2. Appellant especially relies upon certain judgments rendered in unfair competition 
suits, its use of two-dimensional representations of a bottle in advertising and on boxes 
containing the bottle with the pepper sauce, etc., to demonstrate this intent. 
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4. The preamble to § 2 states “No trademark by which the goods of 
the applicant may be distinguished from the goods of others shall be refused 
registration on the principal register on account of its nature unless 
it * * *.” [Emphasis ours. | 


5. Since the bottle is a trademark and the goods of appellant “may 
be distinguished” from the pepper sauce of others via such a bottle, it 
is registrable. Registration may not be refused “on account of its nature,” 
i.e., merely because it is a bottle. 


Appellant argues that the board’s inconsistent rationale is erroneous. 
Since the statute requires only that a mark be capable of distinguishing 
the goods of one from those of another, the board’s requirement that the 
bottle must be proven to be “distinctive” of appellant’s pepper sauce is 
alleged to be extra-statutory and improper. Such a requirement, it is said, 
is proper only when registration is sought under Sec. 2(f), which section 
demands a showing that a mark “has become distinctive of the applicant’s 
goods in commerce.” [Emphasis ours. ] 

The solicitor has stated that appellant’s bottle does not have the 
“obvious attributes” of a trademark and, therefore, proof is required to 
show that it is. In other words, the position taken by the Patent Office 
in its brief and at oral argument is that a mere application for registra- 
tion of a bottle does not make out a prima facie case entitling an appli- 
cant to registration of that bottle on the Principal Register. Additionally, 
the solicitor has questioned the propriety of allowing the registration for 
pepper sauce of a mark which consists of a bottle of that pepper sauce, 
restating the board’s position that a bottle of a product cannot be a trade- 
mark for the product. 

Under the Lanham Act, “any word, name, symbol or device or any 
combination thereof” which is distinctive per se and identifies an appli- 
cant’s goods and which does not fall within one of the prohibitions of 
section 2 is entitled to registration on the Principal Register, assuming, 
of course, procedural requirements are fulfilled. However, this is far cry 
from saying that a non-distinctive bottle without an identifying label, 
containing a product is entitled to registration on the Principal Register, 
in the absence of convincing evidence that the naked unlabeled bottle 
containing the product does in fact identify and distinguish applicant’s 
goods, merely because it is demonstrated that there is and has been for 
many years the intent to distinguish and identify the goods by that bottle. 

It is claimed that a prima facie case has been established by the 
adoption, use, and intent to distinguish the goods by the bottle regardless 
of the lack of apparent distinctive features from which it could be assumed 
that the bottle could identify appellant’s goods in the public’s mind. 
Under these circumstances appellant states that registration cannot be 
withheld unless the Patent Office discharges its burden of showing that 
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the bottle is not distinctive and does not identify its goods. No authorities 
are cited for this proposition and we do not agree with it. 

The fallacy in appellant’s position resides in its misconception of the 
Lanham Act definition of a trademark. Section 45 requires not only the 
adoption and use of the mark but that it does in fact identify the goods 
and “distinguish them from those manufactured or sold by others.” This 
requirement is the basic element of a trademark. The mere intent of an 
applicant will not convert an inherently non-distinctive bottle into a trade- 
mark. Without an applicant’s fulfilling the requirements of section 2(f), 
registration on the Principal Register is only proper when the subject 
matter is a distinguishing and identifying trademark per se and obviously 
does identify the goods and distinguish them from the goods of others. 
Of course, under section 2(f), if the applicant offers clear and convincing 
evidence that an otherwise non-distinctive trademark, such as this bottle, 
has in fact become distinctive of applicant’s goods in commerce and does 
identify them, registration on the Principal Register is warranted. 

In this case, appellant is endeavoring to achieve registration on the 
Principal Register without such proof. Here we have a little bottle with 
no features particularly connecting it with the pepper sauce except the 
pepper sauce itself which contributes only to giving the bottle and sauce 
together the characteristic of being descriptive. The bottle and its closure 
have no distinctive features upon which this court could predicate a con- 
clusion that the device has trademark significance per se. Consequently, 
we believe the board was correct in not approving registration of this 
device on the Principal Register on this record. 

Appellant relies heavily on Ex parte Haig & Haig Ltd., supra, wherein 
registration of the well-known PINCH BOTTLE as a container for Seotch 
whiskey was granted. However, there the bottle was registered first on 
the Supplemental Register* and achieved registration on the Principal 
Register because the Assistant Commissioner found, 118 USPQ at 230, 


* * * that applicant adopted a bottle of “original, distinctive and 
peculiar appearance” to identify its whisky and distinguish it from 
the whisky of others; the bottle became known to the trade, to con- 
sumers and to the public generally as the PINCHED BOTTLE at least 
as early as 1912; the whisky put up in such bottles became known 
to the trade, to consumers and to the public generally as PINCHED 
DECANTER Or PINCHED BOTTLE whisky; purchasers ordered PINCHED 
DECANTER Or PINCHED BOTTLE whisky expecting to receive applicant’s 
whisky; and from about the turn of the century until 1952, there 
was no way of identifying or ordering applicant’s PINCHED DECANTER 
or PINCHED BOTTLE whisky other than by describing the conformation 
of the bottle. The public for many years used the description of the 
conformation or contour of the bottle to ask for the particular brand 





3. Supplemental Reg. No. 576,542, issued June 23, 1953. 
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of applicant’s whisky. This description—PINCHED or PpINCH—furnished 
applicant with a word which was formally adopted and used as a 
word trademark in 1952. * * * 


Obviously, a very different factual situation exists here. 

Appellant has introduced in evidence many pictorial exhibits de- 
picting its bottle, upon which is a label featuring applicant’s registered 
trademark TaBASco and also prominently displaying the words “McIlhenny 
Company.” Also, appellant has introduced into evidence undated unsigned 
excerpts from affidavits which indicate that headwaiters in various res- 
taurants think that TABASCO sauce is superior to other pepper sauces. One 
affiant stated that customers identified the sauce as that of appellant 
by means of the bottle. That affidavit is dated January 19, 1900 and 
refers to appellant’s predecessor bottle. 

If the subject matter of this appeal had the required inherent trade- 
mark significance to warrant registration without qualifying under section 
2(f) such evidence would be unnecessary. By its very introduction, it is 
admitted that the device is not intrinsically distinctive. 

Even if evidence of this type could establish the inherent identifying 
capabilities of a device to warrant its registration on the Principal Register 
without complying with the provisions of section 2(f), the evidence intro- 
duced in this case does not accomplish that purpose. 

Furthermore, this evidence does not convince us that the general 
public has accepted applicant’s unlabeled bottle per se as identifying 
appellant’s product so as to warrant registration of the bottle on the 
Principal Register even under section 2(f). 

For these reasons we affirm the decision of the Trademark Trial and 
Appeal Board. 


Wokr ey, Chief Judge, concurs in result. 
RicH, Judge, concurring. 


While I agree in general with Judge Martin’s opinion, I wish to 
mention certain salient features of this case which influence my decision 
not referred to therein. 

The goods named in the application is “Pepper Sauce.” Pepper sauce 
is a liquid and of necessity is sold in a container. The record shows the 
marketed form of the goods to be glass bottles of pepper sauce containing 
2 fluid ounces. Thus, what is marketed is not just pepper sauce but, 
more accurately, 2-ounce bottles of pepper sauce. Accepting the allega- 
tion of the application as true, the applicant has used the same cap and 
bottle since 1927. As marketed, the bottle has a printed paper body label, 
a printed foil neck label, and the red plastic screw cap has MCILHENNY 
on its top in raised letters. All of these indicate the origin of the goods 
one way or another. 


”? 
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Applicant wants to register as a trademark “a capped bottle of pepper 
sauce, the configuration of the cap and bottle being that shown in the 
drawing.” So says the application, which continues, “The mark is used 
by forming a container and cap as shown in the drawing and filling it 
with pepper sauce * * *.” It might be added that after filling the bottle 
the cap is screwed onto it. The drawing, as is implied by the above quo- 
tation, shows only configuration of the bottle and cap, devoid of labels, 
names or color; but from the description in the application one may 
further infer what is the fact, that the bottle is of transparent glass 
and the brownish-red pepper sauce is visible through it. In fine, what 
is alleged to be a trademark and what is sought to be registered as a 
trademark is the goods themselves, stripped of all labels or other indica- 
tions of origin. Appellant’s brief leaves no doubt about this in saying, 
“applicant’s trademark * * * is the physical object, i.e., the capped bottle, 
not a two-dimensional reproduction thereof * * * .” 

It has long been the law that a mere pictorial representation of goods 
cannot be registered as a trademark for the reason that it is descriptive 
of the goods and does not indicate origin. Jantzen Knitting Mills v. West 
Coast Knitting Mills, 18 CCPA 843, 846, 46 F.2d 182, 184, 8 USPQ 40, 42 
(21 TMR 97); In re The Pierce Arrow Motor Car Co., 19 CCPA 999, 55 
F.2d 434, 12 USPQ 315 (22 TMR 107) ; In re Motz Tire and Rubber Co., 
40 App. D.C. 487, 1913 C.D. 459 (7 TMR 32); In re Scholl Mfg. Co., 50 
App. D.C. 46, 267 F. 348 (10 TMR 379); In re Underberg-Albrecht, 120 
USPQ 495 (50 TMR 82) (Com’r); Shoemaker on Trademarks (1931) p. 
238; Derenberg, Trademark Protection and Unfair Trading (1936) p. 309; 
Amdur, Trademark Law and Practice (1948) Chap. III, §4; and Van- 
denburgh, Trademark Law and Procedure (1959) p. 68. 

Appellant has attempted to persuade us that its alleged trademark 
should be registered because there is no express statutory prohibition in 
section 2 which applies here and hence, under the opening paragraph of 
section 2, registration cannot be refused. I consider this argument unsound 
because there is an applicable siatutory prohibition. Section 2(e) forbids 
the registration of “a mark which * * * is merely descriptive” of the ap- 
plicant’s goods. If a picture of the goods is descriptive of them, a fortiori 
the goods themselves are descriptive. It may sound foolish to say that 
goods can describe themselves but it is no more foolish than the con- 
tention that goods are their own trademark. I think the goods are the 
ultimate in descriptiveness of the goods. Nothing describes them better. 
No words or pictures could be as accurate. Instead of symbols we have 
the thing itself. It is like a personal appearance. I therefore believe that 
section 2(e) forbids registration of the goods themselves, at least if section 
2 applies at all. It is a little difficult to conceive of the goods as a mark 
which can be “applied to the goods” as provided in section 2(d); but so 
is it a little difficult to conceive of the goods, in the words of the first 
clause of section 2, as a “trademark by which the goods of the applicant 
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may be distinguished from the goods of others,” as appellant asks us to do. 
We can as well do the former as the latter. 

This raises the interesting question whether the goods can be their 
own “trademark,” in the sense of that term as used in section 2. The 
board alone has passed on that question by saying merely, “That a bottle 
of a product cannot be a trademark for the product is too obvious to 
require discussion.” Thereupon it proceeded to a consideration of the 
case on the basis of the examiner’s erroneous view that the application 
was one to register the conformation of the bottle and cap. The majority 
opinion here has considered the case on the same basis. This leaves the 
issue raised by what the Solicitor refers to as “The first aspect” of the 
board’s decision, quoted supra, undecided. Reasons of appeal Nos. 2 and 
3 are directed to that aspect but appellant’s brief, while mentioning them, 
assumes the issue to be registrability of the container configuration. Of 
course, if the latter is not registrable per se, it would not become so by 
filling the container with pepper sauce so a decision on this question 
will decide the issue before us and the question whether goods can be 
their own trademark is left to some later case in which that issue can be 
fully debated. Personally I doubt that goods in their entirety can be their 
own trademark. If that is what the board meant in the first aspect of 
its opinion, I am inclined to agree. At the same time some aspect of the 
goods may be a trademark. But in such a case the application must 
specify what aspect constitutes the mark. 

Considering the configuration of the container by itself (notwith- 
standing the insistence of the application that it is filled with pepper 
sauce), except for its top it has one of the commonest shapes known to 
the bottle art, which would not indicate anything to anyone. Due to the 
fact that TABASCO is so hot it must be dispensed by the drop, the bottle 
has a shaker top with a small hole in it, the top being provided with a 
molded thread for the cap. The top of the bottle neck proper, which has 
conventional proportions, is sloped upwardly to the unusually small 
opening in what appears to me to be an obvious way, all of these minor 
modifications of conventional and commonplace features apparently being 
dictated by functional considerations. The molded plastic cap is of a size 
to fit the bottle and the hexagonal shape of its exterior is one of the 
common expedients of the bottle cap art for giving one a grip on it. The 
ensemble may be the only one of its kind in the strict sense and those 
who know TABASCO well may recognize it, unfilled and unlabeled, in the 
sense that a mother can recognize her child, a man his dog, or a cavalry- 
man his horse, so as to be able to pick it out from a multitude of similar 
things. But I do not think this is enough to transmute this container or 
any part of it into a “trademark.” True trademarks hit one in the eye. 

If the potentiality of distinguishing appellant’s sauce from the sauces 
of others exists at all in this capped bottle, it necessarily resides in very 
minor and relatively inconspicuous features because the body and neck 





Vol. 50 TMR IN RE McILHENNY COMPANY 1261 


of the bottle are commonplace in shape and proportions. Appellant in- 
cludes in the record alleged copies of Texas and New Jersey court decrees 
in 1898 and 1900 involving imitation of its bottles. But the characteristic 
distinguishing features of the early bottles then in use are not present 
in the bottle here involved, and vice versa. On the basis of taking judicial 
notice of the common shapes of bottles and caps alone, I fail to see any 
feature of the naked capped bottle which prima facie has sufficient dis- 
tinctiveness to function as a trademark. This is sufficient ground on which 
to affirm the board’s holding that it is not a mark identifying and distin- 
guishing applicant’s goods. 

If appellant’s advertising, as presented by the record, had as its pur- 
pose, as is alleged, the generation of public recognition of the container 
configuration, it was badly misdirected. In each case the labels overwhelm 
the bottle configuration in prominence and the emphasis of the advertising 
copy is all on the word mark TABASCO. 

The capped bottle in this case is, as a matter of fact, mere back- 
ground for the primary origin indicators, the diamond-shaped white paper 
label bearing in red and green ink the word mark TaBasco and appellant’s 
name and address, the green foil neck label on the which the word mark 
is diagonally printed in black and the name MCILHENNY on the cap. The 
controlling case law is that background for other trademarks is registrable 


on the Principal Register only when it is either inherently distinctive 
or shown by satisfactory proof to have acquired a secondary meaning. 
In ve Hillerich & Bradsby Co., 40 CCPA 990, 204 F.2d 287, 97 USPQ 
451 (48 TMR 967); In re Swift & Co., 42 CCPA 1048, 223 F.2d 950, 
106 USPQ 286 (45 TMR 1356); In re E. J. Brach & Sons, 45 CCPA 
998, 256 F.2d 325, 118 USPQ 308 (48 TMR 1399). Neither of these 
requirements has been met in this case. 
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RICHFIELD OIL CORPORATION v. DIETERICH FIELD, INC. 
Appl. No. 6457— CCPA — June 29, 1960—126 USPQ 359 


300.23—REGISTRATLON PROCEDURE—OPPOSITION—PLEADING AND 
PRACTICE 
An applicant who takes no testimony will be restricted to his filing date for 
use of the mark. 
200.64d—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER 
PARTES)—NAMES—SURNAMES 
First use as a trademark of a surname such as RICHFIELD does not, in and of 
itself, give the first user the right to prevent subsequent fair use of the same name 
by others on other articles. 
200.75b—PA TENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER 
PARTES)—TRADEMARK USE—AFFIXATION OF MARK 
Use of the mark RICHFIELD which is restricted to the mailing stamp on a box 
containing hosiery is not a trademark use of the mark on hosiery. 
200.75d—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER 
PARTES)—TRADEMARK USE—NO TRADEMARK USE 
Opposer’s vague assertions of an intention to use the mark RICHFIELD on hosiery 
some time in the future held insufficient to bar registration of the mark to appellee 
for use on hosiery. 
200.70—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER 
PARTES)—SIMILARITY OF GOODS 
Use of mark in conjunction with gasoline and related products is not likely to 
create confusion with use of the same mark on hosiery. 


Opposition proceeding No. 35,194 by Richfield Oil Corporation v. 
Dieterich Field, Inc., application Serial No. 680,262 filed January 21, 1955. 
Opposer appeals from decision of Commissioner of Patents dismissing 
opposition. Affirmed. 

Case below reported at 48 TMR 657. 


Munson H. Lane, of Washington, D.C. (Albert J. Fihe, of Burbank, Cali- 
fornia, of counsel) for appellant. 

Herbert J. Jacobi (Samuel L. Davidson of counsel) both of Washington, 
D.C., for appellee. 


Before WoRLEY, Chief Judge, RicH, MARTIN, and Smitn, Associate Judges, 
and KIRKPATRICK, Judge.* 


SMITH, Judge. 

This is an appeal by the opposer-appellant, Richfield Oil Corporation, 
from the decision of the Assistant Commissioner of Patents, 116 USPQ 
346 (48 TMR 657), affirming the decision of the Interference Examiner 
and dismissing the notice of opposition. 

The applicant-appellee, Dieterich Field, Inc., seeks registration of the 
trademark RICHFIELD for hosiery. The opposition was instituted by ap- 
pellant, relying on various registrations covering the mark RICHFIELD 








* United States Senior Judge for the Eastern District of Pennsylvania, designated 
to participate in place of Judge O’CONNELL, pursuant to provisions of Section 294(d), 
Title 28, United States Code. 
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alone and in combination with other words or designs, or both, for gaso- 
line,’ for gasoline, other engine fuels and lubricants,? and for storage 
bat -eries.* 

Appellant’s earlier use of the mark RICHFIELD in the petroleum field 
is conceded. 

Appellant took testimony which establishes that it has used the mark 
RICHFIELD in connection with the sale and distribution of gasoline and 
other petroleum products, electric batteries and storage batteries, lubricant 
charts and seed envelopes containing flower seeds, the latter distributed 
as premiums. The testimony also refers to applicant’s manufacture and 
distribution of specialty products, including “cycohexanes,” napthenic 
acids, eresylic acids, paint thinners, solvents, asphalt, cleaning compo- 
sitions, mineral rubbers and additives. The testimony also establishes that 
“eycohexane” is used in the manufacture of “nylon 66.” Appellant’s 
testimony also establishes that appellant does not manufacture nylon, and 
that it does not intend to do so. 

Appellee did not take testimony and is restricted to its filing date, 
January 21, 1955, for use of the mark. Appellee’s specimens of record 
show the mark RICHFIELD applied to containers for full-fashioned hosiery. 

Both parties are using the identical word mark RICHFIELD. However, 
the products of the parties on which the mark is used are different. It 
is appellant’s position that the public, upon seeing the mark RICHFIELD 
on hosiery, will be confused as to the source or origin of such goods and 
will acquire RICHFIELD hosiery “under the mistaken assumption that it is 
one of opposer’s excellent products, particularly if the same happened 
to be on display in or distributed by a service station or similar estab- 
lishment.” 

First use as a trademark of a specific name such as RICHFIELD‘ does 
not, by and of itself, give the first user the right to prevent subsequent 
fair use of the same name by others on different articles. Federal Tele- 
phone d&: Radio Corp. v. Federal Television Corp., 180 F.2d 250, 251, 84 
USPQ 394, 395 (2nd Cir. 1950). 

In American Steel Foundaries v. Robertson, 269 U.S. 372, 380 (16 
TMR 51, 53), the rule is stated: 


1. Reg. No. 201,308, issued July 21, 1925, renewed; and Reg. No. 272,812, issued 
July 15, 1930, renewed. 

2. Reg. No. 337,055, issued July 28, 1936, renewed; Reg. No. 260,089, issued Aug. 
13, 1929, renewed and published in accordance with Sec. 12(c) on Mar. 7, 1950. 

3. Reg. No. 327,724, issued Sept. 3, 1955, renewed. 

4. While the name RICHFIELD also may be a common surname, it is referred to in 
Webster’s New International Dictionary Second Edition as a geographical name. This 
dictionary and the World Atlas of Encyclopedia Britannica disclose the following towns 
using the name RICHFIELD: 

1. Richfield, Lincoln County, Idaho 

1 ” Marton Co., Kansas 
Henepin Co., Minnesota 
Sarpy Co., Nebraska 
Stanly Co., North Carolina 
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The mere fact that one person has adopted and used a trademark 
on his goods does not prevent the adoption and use of the same 
trademark by others on articles of a different description. There is 
no property in a trademark apart from the business or trade in con- 
nection with which it is employed. United Drug Co. v. Rectanus Co., 
248 U.S. 90, 97 (9 TMR 1); Hanover Milling Co. v. Metcalf, 240 US. 
403, 413-414 (6 TMR 149). 


The word RICHFIELD does not possess the inherent distinctiveness of 
a fabricated word mark. Appellee, therefore, has the same right as ap- 
pellant had originally to appropriate this word and to use it as its trade- 
mark on different goods subject to the qualification that such use must 
be a fair use. 

In 8. C. Johnson & Son, Inc. v. Johnson, et al., doing business as 
Johnson Products Company, 175 F.2d 176, 81 USPQ 509, 513 (39 TMR 
557 (2d Cir. 1949), the court was asked to find that the defendant had 
no right to use the name JOHNSON on a cleaning fluid. Judge Learned 
Hand in the opinion for the court said: 


* * * We cannot conceive any justification in these circumstances for 
allowing it (referring to plaintiff S. C. Johnson & Son, Inc.) to reach 
a choking hand into a market not its own, and to deprive the de- 
fendants of an interest, natural and proper in its origin, and after 
sixteen years presumably an important element in their business. If 
Congress really meant to allow every first user of a mark so to stifle 
all excursions into adjacent markets upon showing no more than that 
confusion would result, it seems to us that it would have said so more 
clearly. * * * [Emphasis added. ] 


Here, appellant has sought to establish facts which would preclude 
our application of the rule of the Johnson case and has endeavored to 
establish its use, its intended use or, at least its association, of the mark 
RICHFIELD with hosiery. 

Appellant’s testimony establishes that from time to time it has given 
away various premiums to encourage customers to purchase gasolines and 
oils distributed through its various service stations. At some date, estab- 
lishes only as “recently,” it “used in an experimental way the give-away 
as a sales promotion item, a liquidating premium, nylon hosiery.” This 
experimental operation was further described in the testimony as follows: 


Well, if it were handled as a liquidating premium by the dealer, 
he would offer a special inducement at a price to a purchaser who 
would come into the station and offer the hose as an inducement to 
get them to come in, and if they did they would be entitled to secure, 
let’s say, a one-dollar-and-a-half pair of hosiery for $.49 or some 


similar figure. 


Under this experimental operation, the customers received the hosiery 
directly, with no coupons involved. There is no evidence, exhibit or tes- 
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timony that under this operation the name RICHFIELD ever appeared as a 
trademark on the hosiery itself. The testimony is that: 


The manufacturer’s name would very probably be on either the 
box or the hose or possibly a little sticker in the box. But the name 
RICHFIELD would be on the package somewhere. It would be on there 
from the standpoint of the mailing sticker on the box wherein it 
would be identified as coming from RICHFIELD, a RICHFIELD dealer.” 


If, as above stated, the only appearance of the mark RICHFIELD on 
the hosiery box was limited to the mailing sticker, such use does not 
constitute a trademark use of the mark on hosiery. The Examiner of 
Interference, in referring to appellant’s use on hosiery, correctly found 
“the record is silent as to whether the mark RICHFIELD was applied there- 
to ** # id 

Neither do we think trademark use on hosiery is established by ap- 
pellant under its contemplated plan involving the use of redeemable 
coupons. The testimony is clear that: 


Because of the inability to give customers proper sizes we have 
undertaken a study of a proposal for the handling of nylon hose in 
a different manner, that of using a coupon and the address for the 
mailing of the proper size to whomever are entitled to the hosiery, 
based on our sales promotional plan that would be in effect at that 
time. 


The testimony further establishes that appellant’s plans for using the 
name RICHFIELD in connection with the premium distribution of hosiery is 
speculative at best. It is something which may be consummated at some 
future, speculative date. Thus, in answer to the question, “At the moment 
in what stage is your prepared program?”, the witness answered, “Well, 
we plan to expand this distribution, but the decision hasn’t as yet been 
reached as to whether we will carry additional stock or handle it on a 
coupon basis.” As against this future speculative use of the name on 
hosiery, appellee has its filing date, January 21, 1955, as the date of its 
first use of the mark RICHFIELD on hosiery. Thus, on the record, appellee 
is the first user of this mark on hosiery. 

We agree with the Assistant Commissioner’s summary of the testimony 
of the witnesses as follows, 116 USPQ at 347 (48 TMR at 658): 


* * * If opposer were to give away as premiums, or sell at reduced 
prices, nylon hosiery at its automotive service stations, and if appli- 
eant’s hosiery were given away or sold by opposer or others in auto- 
motive service stations, or if opposer should decide at some future 
time to manufacture hosiery and should decide to use RICHFIELD as 
a trademark for such hosiery, then purchaser confusion would be 
likely. * * * 


The record is silent as to any facts from which we can reasonably 
assume that purchasers of appellee’s RICHFIELD hosiery are likely to believe 
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that it emanates from appellant or that appellant is the source of such 
hosiery. The normal methods of selling and distributing hosiery utilize 
retail outlets which a purchaser is not likely to associate with the retail 
service-station outlets of appellant. There is nothing of record which in- 
dicates that appellee’s use of the mark RICHFIELD is anything other than 
a fair use. We do not think that purchaser confusion, mistake or deceit 
is likely upon the facts of this case. We therefore affirm the decision of 
the Assistant Commissioner. 





IN RE J. HUNGERFORD SMITH CO. 
Appl. No. 6570 —- CCPA — June 29, 1960 —126 USPQ 372 


200.36d—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (EX PARTE)— 
TRADEMARK USE—NO TRADEMARK USE 
Use of a descriptive word as a trademark must be clearly shown and where 


it is not registration is refused. 


Application for trademark registration by J. Hungerford Smith Co., 
Serial No. 9,405 filed May 31, 1956. Applicant appeals from decision of 
the Trademark Trial and Appeal Board refusing registration. Affirmed; 
Rich, Judge, with whom Smith, Judge, joins, dissenting with opinion. 

Case below reported at 50 TMR 435. 


Harold E. Stonebraker, of Rochester, New York, for appellant. 
Clarence W. Moore for Commissioner of Patents. 


Before WorLEY, Chief Judge, Rico, Martin, and Smitu, Associate Judges, 
and KIRKPATRICK, Judge.* 


Wor Ey, Chief Judge. 

This appeal is from the decision of the Trademark Trial and Appeal 
Board of the United States Patent Office affirming the decision of the 
Examiner of Trademarks refusing appellant’s application for registration 
of BURGUNDY for use on a soft drink syrup, on the principal register under 
the provisions of Section 2(f) of the Lanham Act. 

Appellant originally sought registration without reference to Section 
2(f). However, after repeated rejections by the examiner on the ground 
that BURGUNDY denotes a flavor designation and is therefore descriptive, 
appellant amended its application and sought registration under Section 
2(f), and presented evidence purporting to show that the mark had 
become distinctive of its goods in commerce. That evidence was held by 
the examiner and the board to be insufficient. 

The record shows that appellant began using the word BURGUNDY as 
a trademark for processed cherries in 1937, and in 1940 obtained Reg- 





* United States Senior Judge for the Eastern District of Pennsylvania, designated 
to participate in place of Judge O’CONNELL, pursuant to provisions of Section 294(d), 
Title 28, United States Code. 
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istration No. 376,687 for that mark as applied to “processed cherries 
preserved in syrup.” Appellant claims to have used BURGUNDY as a trade- 
mark on flavoring syrup continuously since 1939, the syrup in question 
having been produced from BuRGUNDy processed cherries. 

In holding that BURGUNDY has not been shown to have become dis- 
tinctive of appellant’s flavoring syrup, the board relied primarily on the 
ground that appellant has not used the word on such goods as a trademark 
but only as a flavor designation. That conclusion appears to be borne out 
by the two specimens submitted with appellant’s application. On both 
specimens J. HUNGERFORD SMITH’s and J H s appear in the largest let- 
tering. The first specimen bears in smaller letters additional words 
IMITATION BURGUNDY CHERRY SYRUP, while the second bears the words 
CREAM-PAK BRAND BURGUNDY CHERRY FLAVORING SYRUP with “Reg. U.S. 
Pat.Off.” appearing beneath the quoted word BURGUNDY. 

Regarding the first specimen, use of the word “Imitation” makes it 
clear that BURGUNDY is not used in a trademark sense. Obviously the in- 
tended meaning is not that the syrup is an imitation of a trademarked 
product, but that it imitates the BURGUNDY cherry flavor. 

On the second specimen, as above noted, the word BURGUNDY appears 
in quotations with the notation “Reg. U.S. Pat.Off.” printed below. Since 
BURGUNDY has not been registered for syrup, the notation presumably 
refers to the registration of that word for cherries. The meaning, there- 
fore, is that the syrup is made from appellant’s BURGUNDY cherries. The 
word BURGUNDY therefore is not used as a trademark for the syrup but 
to identify a principal ingredient. Use of the words CREAM-PAK BRAND 
in addition to J. HUNGERFORD SMITH’s serves as a further indication that 
BURGUNDY is not used in the sense of a trademark for the syrup. 

We agree with the Patent Office that, so far as the record shows, 
appellant has not used BURGUNDY as a trademark for a soft drink syrup, 
but only as a flavor designation. It follows that registration was properly 
refused, and it is unnecessary to consider the further holding that BURGUNDY 
is descriptive of appellant’s product and has not been shown to have 
acquired a secondary meaning. 

The decision is affirmed. 

Ricu, Judge, dissenting, with whom Smitu, Judge, joins. 

While appellant’s use of the wordmark BURGUNDY is not as unequiv- 
ocal a trademark use as it could have been, nevertheless I cannot agree 
with the majority’s conclusion that appellant has not made a trademark 
use of it on syrup or the conclusion that it has been used only as a flavor 
designation. 

The label referred to by the majority as the “first specimen” is the 
weaker of the two alleged trademark uses. The arrangement of the 
words on the label, all in the same size of block letters, is: 
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IMITATION 
BURGUNDY CHERRY SYRUP 


I do not see that the word rmITaTION makes anything clear except that 
the syrup contains imitation cherry flavoring rather than natural cherry 
juice. Many soft drink syrups are imitations, i.e. synthetic flavors, and 
the label simply announces that this is one of them. All it makes clear 
is that it isn’t real cherry syrup. 

The other words proclaim that this is BURGUNDY CHERRY SYRUP. The 
majority says this means it “imitates the BURGUNDY cherry flavor.” 
BURGUNDY is not the name of a cherry or of a flavor. It is a registered 
trademark owned by appellant for use on processed cherries. It is de- 
scriptive neither of them nor of cherry flavored syrup. My view as to 
the first specimen label is that although it does not cause BURGUNDY to 
stand out as clearly as a trademark as it might, the alleged wordmark 
thereon is not descriptive of the product, which is imitation cherry syrup, 
and hence it really is a trademark in the form in which used. If in place 
of BURGUNDY we had SUNSET or NORTH POLE or VESUVIUS, I think there would 
be no question about it. I see no reason why BURGUNDY should fare worse. 
The idea has crept into this case that BURGUNDY has a descriptive sig- 
nificance. But so far as cherries are concerned it is a trademark and I 
cannot see how, when applied to syrup, it comes to “designate” a flavor. 

As to the “second specimen” label, the case is clearer. BURGUNDY is 
in quotation marks and under it is the legend “Reg. U.S. Pat. Off.” The 
goods designation is “Cherry Flavoring Syrup” and spuraunNpy is set forth 
with all of the accounterments of a trademark. No member of the public 
could possibly avoid the thought that it was intended to be a trademark 
for the “Cherry Flavoring Syrup.” The question here is one of the im- 
pression on the public. I find the majority’s reasoning completely 
unrealistic. 

The majority first points out that the registration notice, as a legal 
matter, necessarily refers to the registration for cherries. But members 
of the public would not know that, as we do. Not knowing, they would 
have no reason, as does the majority, for making an association with 
“BURGUNDY Cherries,” about which they may never have heard, and “Reg. 
U.S. Pat. Off.” would mean nothing more to them than the words “Trade 
Mark” which are often similarly used. The majority next points out that 
the label carries appellant’s name, monogram, and another brand name, 
CREAM-PAK. Other trademarks on a label may or may not detract from 
trademark use, depending on the overall impression created by the label. 
I do not think they detract here. I feel that the second specimen label 
is a clear trademark use. 


On the issue of descriptiveness, which the majority did not reach, 
I am of the view that the evidence of descriptiveness relied on by the 
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Patent Office has been overcome, not by proof of distinctiveness under 
Section 2(f) but by a showing that the third party uses relied on are 
actually infringements and that BURGUNDY does not describe a flavor. Sec- 
tion 2(f) is not properly involved in this case. 

Believing that there has been a trademark use of BURGUNDY on syrup, 
I would reverse. 





PART Ill 


LINCOLN RESTAURANT CORP. et al., doing business as 
WOLFIES et al. v. WOLFIES REST. INC. 


D. C., E. D. N. Y.—Mar. 25, 1960 —126 USPQ 352 


500.73—COURTS—PLEADING AND PRACTICE—MOTIONS 
800.61—OTHER STATUTES—STATE STATUTES—IN GENERAL 

Defendant’s motion for summary judgment, based upon dismissal of 
a prior action, denied. The prior action had been brought in the New York 
Supreme Court under §964 of the New York Penal Law which makes it 
a misdemeanor to use any designation “with intent to deceive or mislead 
the public’, for purposes of trade. The court found that proceedings under 
§964 are summary in nature and that relief will be denied if there is a 
factual issue as to the alleged intent to deceive. Observing tuat the present 
unfair competition action differs materially from the proceeding under 
§964, the court held that the law of res judicata is inapplicable. 


MICHIGAN MUSHROOM COMPANY v. NASH-FINCH COMPANY 
Appl. No. 6557 —CCPA — Apr. 12, 1960 —126 USPQ 136 
400.2—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 


DEWY-FRESH and design (Applicant) for fresh vegetables. 
DAWN FRESH (Opposer) for canned and fresh frozen fruits and vegetables, 
fresh mushrooms and fresh asparagus. 


Considered in their entireties the marks sound quite similar and their 
meanings stimulate the same mental associations. 


Opposition sustained on appeal and Patent Office decision reversed. 


Case below reported at 49 TMR 1363. 


FAIRCHESTER PACKING CO., INC. v. D’ARRIGO 
BROS. CO. OF CALIFORNIA 


Appl. No. 6577 — CCPA — June 1, 1960 — 126 USPQ 157 
400.2—CONFUSING SIMILARITY—CONFUSINGI.Y SIMILAR MARKS 


DANNY Boy and design (Applicant) for fresh tomatoes. 


ANDY Boy and design (Opposer) for food products includine fresh vege- 
tables. 


Although there are some dissimilarities between marks the similarities 
outweigh the differences as to result in a likelihood of confusion when 
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applied to the goods. Opposition sustained on appeal and the Patent Office 
decision is affirmed. 
Case below reported at 50 TMR 214. 


J. KOHNSTAM, LTD. v. LOUIS MARX & COMPANY, INC. et al. 
Appl. No. 6503 — CCPA — June 29, 1960—-126 USPQ 362 


200.57—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—DESCRIPTIVE AND GENERIC MARKS 


The mark MATCHBOX SERIES is descriptive and hence is one which 
opposers, as members of the public, have the right to use without inter- 
ference from applicant. Accordingly, applicant’s registration is refused. 


Case below reported at 49 TMR 101. 


THE CHICAGO DIETETIC SUPPLY HOUSE, INC. v. PERKINS PRODUCTS 
COMPANY (GENERAL FOODS CORPORATION, assignee substituted) 


Appl. No. 6543 — CCPA — June 29, 1960 —126 USPQ 367 


200.56—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—CONFUSINGLY SIMILAR MARKS 
400.2—CONFUSINGING SIMILARITY—CONFUSINGLY SIMILAR MARKS 


coou sip (Applicant) for powdered soft drinks. 
KOOL-AID (Opposer) for powdered soft drinks. 


Opposition sustained. The court held that coon sip, as applied to 
powdered soft drinks to be mixed with water, would be likely to cause 
purchaser confusion, mistake and deceit with the mark KOOL-AID as applied 
to the same products. Chief Judge Worley and Judge Kirkpatrick dissent. 


Case below reported at 49 TMR 377. 


IN RE GERBER PRODUCTS COMPANY 
Tm. Bd. — June 22, 1960—126 USPQ 20 


200.16—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (EX PARTE)— 
CONFUSINGLY SIMILAR MARKS 


mopiLtac (Applicant) for modified milk formula for infants. 
MODALAC (Cited) for modified fluid milk product. 


Registration refused. Both marks are alike in sound and appearance 
and confusion as to origin would be reasonably likely to occur. 
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CORN PRODUCTS COMPANY v. VEGETABLE OIL 
PRODUCTS COMPANY, INC. 


Tm. Bd. — June 22, 1960— 126 USPQ 21 









400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 





Nu-soyA (Applicant) for margarine. 
NucoA (Opposer) for margarine and vegetable butter. 






Opposition dismissed. Any similarity between the marks is relatively 
insignificant. NU-SOYyA does not so resemble NUCOA as to be likely to cause 


confusion or mistake or deception of purchasers. 








FORT HOWARD PAPER COMPANY v. THE STANDARD OIL COMPANY 
Tm. Bd. —June 22, 1960—126 USPQ 22 







400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 






SO-CLEAR (Applicant) for paper towels. 
SODRI and so-pry (Opposer) for paper towels. 


Opposition dismissed. Marks differ substantially in appearance, sound 
and suggestive connotation. It is not at all likely that confusion, mistake 
or deception of purchasers will occur. 
300.23e—REGISTRATION PROCEDURE (INTER PARTES)—OPPOSITION— 


PLEADING AND PRACTICE—DEFENSES 
750.2—-OWNERSHIP OF TRADEMARK RIGHTS—ABANDONMENT 


Interferences of nonuse (based upon diverse factual situations) are 
not sufficient to support defense of abandonment in opposition proceedings. 












IN RE VEGETABLE OIL PRODUCTS COMPANY INC. 
Tm. Bd. — June 23, 1960-— 126 USPQ 24 






200.16—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (EX PARTE)— 
CONFUSINGLY SIMILAR MARKS 





HY-Top (Applicant) for vegetable shortening. 
HIGH Top (Cited) for wheat flour. 


Registration refused. Shortening and flour are both staple grocery 
items, sold in the same stores to the same purchasers, for associated uses. 
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MINNESOTA MINING AND MANUFACTURING COMPANY v. 
SCOTT PAPER COMPANY 


Tm. Bd. — June 23, 1960—126 USPQ 25 
400.2—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 


SCOTT-FoAM (Applicant) for flexible polyurethane foams in sheet and slab 
form. 

SCOTCHFOAM (Opposer) for liquid products which combine to form a poly- 
urethane foam. 


Opposition sustained and registration is refused. Giving consideration 
both to the surname significance of the term scot and its secondary sig- 
nificance in the field of paper products, and the geographical connotation 
of the term scotcH the marks SCOTTFOAM and SCOTCHFOAM so resemble one 
another in overall sound, appearance, and significance so as to make 
confusion or mistake or deception of purchasers more than likely to occur 
when applied to the respective goods. 


STERN-SLEGMAN-PRINS COMPANY v. INDEPENDENT 
RETAILERS SYNDICATE, INC. 


Tm. Bd.— June 23, 1960—126 USPQ 26 


400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 

Opposition dismissed. Considering that DEBBIE and DEBBY are com- 
monplace names purchasers would rely on the marks in their entireties 
and the differences between applicant’s mark A DEBBIE YOUNG EXCLUSIVE 
and DEBBY ROSE are sufficient to obviate any likelihood of confusion, mistake 
or deception of purchasers. 


SPRAGUE ELECTRIC COMPANY v. DEUTSCHE EDISON-AKKUMULATOREN 
COMPANY GESELLSCHAFT MIT BESHRAENKTER HAFTUNG 


Tm. Bd. — Aug. 5, 1960 — 126 USPQ 374 


200.56—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—CONFUSINGLY SIMILAR MARKS 

200.70—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—SIMILARITY OF GOODS 


PERMA-SEAL (Applicant) for electric batteries and parts thereof. 
PERMASEAL (Opposer) for electrical resistors. 


Opposition sustained. The marks are confusingly similar, and al- 
though electrical resistors and electric storage batteries are distinctly 
different products, they nevertheless are likely to be found in the line of 
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a single manufacturer. Under these circumstances the purchasing public 
would be likely to attribute a common origin to these products if sold 
under the same or similar marks. 


LEVER BROTHERS COMPANY v. THE LACE & EMBROIDERY 
ASSOCIATION OF AMERICA, INC. 


Tm. Bd.— Aug. 5, 1960 — 126 USPQ 376 


200.52—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—CERTIFICATION MARKS 


STABI-LUXE FINISH (Applicant) for lace which is treated in such a way 
as to have drip-dry, no-iron characteristics. 

LUX (Opposer) for soap and soap products, and also (in different form) 
as a certification mark for fabrics which have undergone certain washing 
tests. 


Opposition dismissed. The Board rejected opposer’s contention that 
LUXE was the only fanciful and distinctive portion of applicant’s mark, 
holding that it was the STABI-LUXE portion of the mark which must be 
considered. On this basis, the marks are clearly distinguishable. 


THE PROCTER & GAMBLE COMPANY v. PANNUTTI, 
doing business as LAV MFG. CO. 


Tm. Bd. — Aug. 5, 1960 -— 126 USPQ 378 


200.56—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—CONFUSINGLY SIMILAR MARKS 

200.70—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—SIMILARITY OF GOODS 


LAV-TABS (Applicant) for detergents in concentrated form. 
LAVA, LAVA SOAP (Opposer) for soap. 
LAVASOL for soap-like synthetic detergents. 


Opposition sustained. Soaps and detergents are generally of the same 
class of goods and are likely to be sold to the same class of purchasers 
through the same outlets. The salient portion of applicant’s mark ad- 
mittedly is Lav, and this is so close to opposer’s LAVA as to create 
a likelihood of confusion. Accordingly the registration to the applicant 
is refused. 
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JOHNSON & JOHNSON v. LAWES RABJOHNS LIMITED 
Tm. Bd. —Aug. 5, 1960 — 126 USPQ 379 


200.57—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—DESCRIPTIVE AND GENERIC MARKS 

200.70—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—SIMILARITY OF GOODS 

200.72—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES) 
—SUGGESTIVE MARKS 


PERMATRACE (Applicant) for tracing materials made of paper, film, cloth 
or plastic. 

PERMACEL (Opposer) for tapes, adhesive cements, tape dispensers, and 
adhesive coated fabrics. 


Opposition dismissed. While the fact that both parties make drafting 
supplies could lead to some confusion as to source, the prefix PERMA used 
in both marks is a suggestive and descriptive term. Considering the sug- 
gestive nature of the prefix, the marks of the parties are sufficiently dif- 
ferent to obviate any reasonable possibility of confusion or mistake. 


IN RE ARMOUR AND COMPANY 
Tm. Bd.— Aug. 5, 1960 — 126 USPQ 381 


200.16—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (EX PARTE) 
CONFUSINGLY SIMILAR MARKS 


Registration refused. Application for registration of the trademark 
PROPOMEEN for condensation products of propylene oxide with aliphatic 
amines, to be used as emulsifying and wetting agents, refused because it 
so resembles the mark PROMEEN previously registered to another. 
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